CORPORATE STRUCTURE 


(CL) 


CANADIAN UTILITIES 
LIMITED 


CANADIAN 


NORTHWESTERN 


ALBERTA POWER WESTERN UTILITIES ATCOR 
LIMITED NATURAL GAS LIMITED RESOURCES LIMITED 
(Canada) COME SNS LANED (Alberta) 


(Canada) 
96.5% (1) 


(Alberta) 
95.9% (0) 


100% 100% 


THE YUKON NORTHLAND NORTHLAND 


ELECTRICAL UTILITIES UTILITIES 
COMPANY LIMITED (NWT) LIMITED (B.C.) LIMITED 
(Yukon Territory) (Northwest Territories) (British Columbia) 


100% 100% 100% 


This chart shows the names of CU’s operating subsidiaries, the 
jurisdictions in which they were organized and the percentages of their 
voting securities owned by CU. 


Note 1: The minority interest is by way of voting non-participating preferred shares. 


CORPORATE MISSION 


anadian Utilities Limited is an investor- 

owned company committed to expand in the 

business of generating, transmitting, dis- 
tributing and selling electric power, and in the 
business of producing, transmitting, distributing and 
selling natural gas, while providing safe, dependable 
service at just and reasonable rates; and to 
aggressively pursue non-utility growth by seeking out 
and participating in energy and resource-related 
opportunities, while earning returns sufficient to 
attract and maintain the confidence of investors. 


HIGHLIGHTS 


Earnings per Class A 


and Class B Share 
(dollars) 
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Equity per Class A 
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(dollars) 
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Increase 


1985 1984 (Decrease) 

Revenues (thousands) 
Natural gas $ 854,164 $ 861,218 §$ (7,054) 
Electric 323,903 340,345 (16,442) 

Non-utility 

Energy operations 147,237 162,203 (14,966) 
Other 632 664 (32) 
Total $ 1,325,936 $ 1,364,430 $(38,494) 


Earnings attributable to shares* 


(thousands) $ 111,949 $ 101,405 $10,544 
Earnings per share* $ 2.07 $ 1o7eo .20 
Equity per share* $ 12521 Ss jG leetey A 85 
Dividend per share* 

Annual $ 2280 08> 14 

Fourth Quarter $ 202 > see) ty 02 
Shares* outstanding 54,211,574 beh all ey! 

* Class A non-voting and Class B common shares 
Capital expenditures (thousands) $ 235,618 $ 242,478 $ (6,860) 
Customers at year-end 
Natural gas 601,794 593,558 8,236 
Electric 147,124 143,401 3/23, 
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The front cover design is a computer 
graphic representation of energy. Inset 
is a photograph of a gas valve taken at 
the ATCOR Resources ethane extraction 
plant in Edmonton. 


TO THE 
SHAREHOLDERS 


anadian Utilities 

Limited earnings 

attributable to Class 
A and Class B shares for 
the year ended December 
31, 1985 were $111,949,000 
($2.07 per share) com- 
pared to $101,405,000 
($1.87 per share) for the 
previous year. 

A number of positive 
factors contributed to the 
10% increase in earnings, 
among them: the net 
effect of gas utility rate 
adjustments, increased 
electric utility sales, colder 
weather (the effects of 
which are described in 
the natural gas operations 
section of this report) 
and gains on the Com- 
pany’s investment in 
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TransAlta Utilities Cor- 
poration. Earnings were 
reduced by a write- 
down of petroleum and 
natural gas assets by 
ATCOR Resources Limited, 
CU’s non-utility subsidiary, 
and provisions for re- 
funds to electric utility 
customers. 

Revenues declined 
during the year to 
$1,325,936,000 from 
$1,364,430,000 in 1984, 
primarily because of the 
refunds to electric utility 
customers and reductions 
in gas utility rates due to 
reduced Federal energy 
taxes. 

The Company’s natural 
gas and electric utility 
operations continued to 
experience modest growth 
in customer numbers 
during the year. At the 
end of 1985, there were 


EN 


601,794 natural gas custo- 
mers, and 147,124 electric 
customers compared to 
593,558 and 143,401 
respectively a year earlier. 

Total natural gas 
throughput (sales plus 
gas transported for others 
through the Company’s 
pipelines) increased 
slightly during 1985 to 
474.8 petajoules from 
470.5 petajoules in 1984. 
Gas sales volumes de- 
clined 3%, while trans- 
portation volumes in- 
creased 8%. 

Electric sales to retail 
customers increased 12% 
to 4,331 million kilowatt 
hours in 1985 from 3,882 
million kilowatt hours in 
1984. The demand for 


electricity to operate oilfield 
extraction equipment 
accounted for much of 
the increase. 

During the year, ATCOR 
recorded growth in its 
natural gas marketing 
and natural gas processing 
operations. A particularly 
encouraging development 
for ATCOR was the 
announcement by Gulf 
Resources Canada during 
1985 of significant oil 
reserves — estimated at 
between 600 and 700 
million barrels — at the 
Amauligak location in the 
Beaufort Sea. ATCOR 
has a 30% interest in 
AT&S Exploration Ltd. 
which, in turn, has a 
6.2% interest in the 
Amauligak discovery with 
an option to increase its 
participation to 12.6%. 

In December 1985, the 
Alberta Public Utilities 
Board (the Board) issued 
a final revenue require- 
ment decision on the 1985 


Chairman of the Board and Chief 
Executive Officer R. D. Southern 
(seated) and J. D. Wood, President and 
Chief Operating Officer. 


general rate application 
of Canadian Western 
Natural Gas Company 
Limited, CU’s natural gas 
utility in southern 
Alberta. The decision 
allowed the utility to 
recover an additional $7.1 
million of 1985 revenues 
and an additional $17.7 
million of 1986 revenues. 
Northwestern Utilities 
Limited, the Company’s 
northern Alberta natural 
gas utility, continued to 
charge interim rates which 
were approved by the 
Board in late 1984. A 
decision on North- 
western’s general rate 
application is expected 

in 1986. 

Inj December 1933, 
another Board decision 
set 1984 and 1985 revenue 
requirements for Alberta 
Power Limited, CU’s 
major electric utility 
subsidiary. In this deci- 
sion, the Board directed 
Alberta Power to refund 
$13.3 million of 1984 
revenues and $29.1 
million of 1985 revenues. 
(Additional details con- 
cerning regulatory activity 
are included in the 
utility operations sections 
of this report.) 

In June 1985, the Alberta 
Cabinet upheld an earlier 
decision by the Energy 
Resources Conservation 
Board to allow the 
Sheerness Generating 
Station in southeastern 
Alberta to proceed on a 
revised schedule recom- 
mended by the Company 
to accommodate slower 
growth in electrical energy 
demand than had pre- 
viously been forecast. 
Accordingly, Sheerness 
Unit 1 began commercial 
service in January 1986 
with Sheerness Unit 2 


now planned to follow 
in the fall of 1990. 
Sheerness is a joint 
project of Alberta Power 
Limited and TransAlta 
Utilities Corporation. 

Taking advantage of 
the opportunity to reduce 
its financing costs, the 
Company, in October 
1985, issued $125 million 
of 7.80% Cumulative 
Redeemable Second Pre- 
ferred Shares Series K 
and applied the proceeds 
principally to the redemp- 
tion of the 9.24% Cumula- 
tive Redeemable Second 
Preferred Shares Series B 
and the 10.24% Cumula- 
tive Redeemable Second 
Preferred Shares Series 
D. Early in 1986, the 
Company also announced 
its intention to redeem 
the 10.12% Cumulative 
Redeemable Second Pre- 
ferred Shares Series E. 

In October 1985, the 
Board of Directors declared 
a fourth quarter dividend 
of 32¢ per Class A and 
Class B share, up from 
30¢ in the previous 4 
quarters. The common 
share dividend has been 
increased 15 times in the 
past 14 years. 

The March 1985 Wes- 
tern Accord agreed to by 
the Federal Government 
and the Province of 
Alberta provided the 
prospect of significant 
increases in netbacks to 
the oil and gas industry 
over the next 5 years. 
This, in turn, was expected 
to generate increased oil 
and gas investment in 
Alberta. In view of the 
recent reductions in world 
oil prices, future trends 


in Alberta oil and gas 
prices will have to be 
clarified before Alberta’s 
overall economic outlook 
can be more accurately 
assessed. 

Since the publication of 
the Company’s 1984 
annual report, the follow- 
ing senior management 
appointments have been 
announced: C. S. Richard- 
son, in addition to his 
position as Deputy 
Chairman, became Chief 
Financial Officer; H. N. 
Bottomley, formerly Vice- 
President and Controller, 
was appointed Vice- 
President Finance and 
Administration; and D. B. 
Mitchell, previously Vice- 
President Human Re- 
sources, became Vice- 
President Human Re- 
sources and Corporate 
Services. 

The Company’s con- 
siderable success in 1985 
was achieved largely 
because employees at all 
levels of the organization 
worked with energy, skill 
and creativity to reach 
demanding goals. The 
directors extend their 
deepest appreciation to 
employees for their 
outstanding efforts. The 
directors are also grateful 
to customers for their 
continuing support and 
to suppliers for their 
invaluable products and 
services. 


On behalf of the Board of 
Directors, 


GUE 6d 


R. D. Southern, 
Chairman and 
Chief Executive Officer 


J. D. Wood 
President and 
Chief Operating Officer 


February 28, 1986 
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NATURAL GAS 
OPERATIONS 


anadian Utilities’ 

natural gas opera- 

tions are carried out 
by two utilities, Canadian 
Western Natural Gas 
Company Limited, which 
serves southern Alberta 
including Calgary and 
Lethbridge, and North- 
western Utilities Limited, 
which serves north- 
central Alberta including 
Edmonton, Red Deer, 
Fort McMurray, Grande 
Prairie, Camrose and 
Lloydminster. Northwes- 
tern Utilities’ subsidiary, 
Northland Utilities (B.C.) 
Limited, serves Dawson 
Creek and district and 
the community of Tumbler 


Plastic pipe is used for an extension to 
Canadian Western's distribution system 
in south Calgary. This and other capital 
additions to serve natural gas 
customers totalled $69.0 million in 

1985. 


Ridge in northeastern 
British Columbia. 

At the end of 1985 the 
Company’s natural gas 
utilities were serving 
601,794 customers, up 
1.4% over the previous 
year. 

Earnings attributable 
to Class A and Class B 
shares from natural gas 
operations were $52.4 
million compared to 
$34.2 million in 1984. 
Weather favourably af- 
fected 1985 earnings by 
$9.8 million due to the 
combined effect of higher 
sales resulting from a 
colder than normal De- 
cember 1984, a portion of 
which was billed in 
January 1985, and reduced 


gas supply costs as a 
result of warmer weather 
in December 1985. Other 
major factors favourably 
affecting earnings were: 
revenues allowed for the 
year 1984 but billed in 
1985, purchase of lower 
priced natural gas on the 
spot market, income tax 
reassessments for the 
years 1981 through 1984 
and cost control pro- 
grams. A short-term 
demand for petro- 
chemical, refinery and 
fertilizer products from 
Northwestern Utilities’ 
transportation customers 
also contributed to the 
increased earnings. 


Natural Gas 
system Throughput 
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Natural Gas Throughput 

Total system through- 
put rose during 1985 to 
474.8 petajoules from 
470.5 petajoules in the 
previous year. A decline 
of 10.0 petajoules in sales 
was more than offset by 
a 14.3 petajoule increase 
in transportation volumes. 
The sales decline is 
attributable largely to 
the loss of 2 oil 
refineries as sales cus- 
tomers and reduced sales 
to a fertilizer plant and 
sugar refinery. 


CU’s natural gas utili- 
ties transport gas within 
Alberta for exporting 
companies and for indus- 
trial and other customers 
who have contracted for 
their gas supplies directly 
with brokers or pro- 
ducers. The table on page 
8 shows natural gas sales 
to various categories of 


Two additional salt caverns were 
brought into service by Northwestern 
Utilities in 1985, doubling the number 
of these natural gas storage reservoirs 
near Fort Saskatchewan. A fifth cavern 
will be added in 1986. 


customers, plus natural 
gas transported for ex- 
porting companies and 
industrial customers. 


Natural Gas Revenues, 
Expenses and Taxes 


Consolidated natural 
gas revenues for 1985 
were $854.2 million com- 
pared to $861.2 million in 
1984. Increases due to 
weather, customer growth 
and rate adjustments 
were outweighed by 
reductions in Federal 
taxes and the substitution 


The homemaking services available 
through the natural gas utilities’ Blue 
Flame Kitchens in Calgary and 
Edmonton continue to be popular with 
natural gas users. 


Natural Gas Sales and Transportation 


% of 
Terajoules Total 

Sales 
Industrial 73,901 15.6 
Commercial 97,244 20.5 
Residential 94,421 19.9 
Other 8,668 1.8 
274,234 57.8 
Transportation 130,857 2752 
405,091 85.3 
Sales and transportation — affiliates 69,766 Uae 
Total system throughput 474,857 100.0 


of transportation service 
for industrial sales. 

Total operating ex- 
penses, which include the 
cost of natural gas 
supply, operations, main- 
tenance, depreciation, taxes 
other than income and 
income taxes were down 
$27.6 million from 1984. 
Natural gas supply, the 
largest expense item, 
was down $38 million to 
$479.3 million. 

During 1985, the Federal 
Government began dis- 
mantling the National 
Energy Program. The 
Canadian Ownership 
Special Taxation was 
removed on June 1, 1985 
and a program was 
introduced to phase out 
the Petroleum and Gas 
Revenue Tax. On October 
31, 1985, the Natural 


Gas Agreement between 1988. 


A control valve is installed at 
Northwestern's salt cavern project 
site 30 kilometres northeast of 
Edmonton. 


the Federal Government 
and producing provinces 
was announced providing 
for the deregulation of 
natural gas pricing. By 
November 1, 1986, the 
price of gas will be set 
by the market rather than 
by government admini- 
stered pricing. 
Market-oriented pricing 
is expected to have little 
impact on rates charged 
to residential, commercial 
and small industrial 
customers because the 
Alberta Natural Gas 
Rebates Act already shields 
these customers from 
the cost of gas above 65% 
of the Alberta Border 
Price and market-oriented 
prices are not expected 
to fall below that price. 
The Act has been 
extended to March 31, 


Natural Gas 


>ustomers 
thousands) 


00 


00 


80 81 82 83 84 85 


-apital Expenditures 
millions of dollars) 


80 81 82 83 84 85 


>roperty, Plant and 
-quipment 
millions of dollars) 


,000 


800 


600 


400 


200 


80 81 82 83 84 85 


wm Property, plant and 
equipment — net 
mm Accumulated depreciation 


A 54-kilometre natural gas transmission 
line from Taber to Lethbridge was 
completed last summer, replacing a 
line built in 1912. 


Regulatory Activity 

In April 1985, Canadian 
Western filed an applica- 
tion with the Alberta 
Public Utilities Board 
(the Board) to recover 


projected shortfalls in 
revenue for 1985 and 
1986. Following examina- 
tion in July and August 
of Canadian Western’s 
revenue requirements the 
Board approved an 
interim refundable rate 
increase, effective Novem- 
ber 1, 1985. In December 
1985, the Board issued 


its final decision on Phase 


I of the application 
adjusting upwards the 
increase in allowed 1985 
revenues to $7.1 million 
and the increase in 
allowed 1986 revenues to 
$17.7 million. The 1985 
rate increase has been 
recognized in reported 
revenues; $3.7 million 
will be collected in 1986. 
The Board-approved 
revenues for 1986 will be 
collected in 1986. A 
decision on final rates is 
expected during 1986. 

In May 1984, North- 
western filed an applica- 
tion with the Alberta 
Public Utilities Board to 
recover projected shortfalls 
in revenue for 1984 and 
1985. The Board approved 
an interim refundable 
rate increase, effective 
November 1, 1984 which 
allowed Northwestern to 
collect $10.0 million of 
its 1984 revenue shortfall 
during the period Novem- 
ber 1, 1984 to June 30, 
1985 and $25.0 million of 
the 1985 revenue shortfall 
during 1985. A final deci- 
sion on Northwestern’s 


Gas Operations Earnings Contribution 


Annual 
Growth 
Rate 
1985 1984 1983 1982 1981 1980 1980-85 
($ Millions) % 
Natural gas revenues 854.2 861.2 928.4 959.1 779.2 581.7 8.0 
Operating expenses 

Natural gas supply 479.3. 517.3 512.6 444.8 442.2 405.8 3.4 

Operation and maintenance UPA WITTE TO 86.4 To. 10.4 

Taxes — other than income 81.5 WS) NWA BOO2 iets Alyy | 11.6 

Taxes — income 57.4 36.4 24.2 21.8 9.3 IAS 49.8 

Depreciation and depletion PAN, PIS NEP AN IIS AE) 16.6 

764.0079 1Gee Ol DO eeOos > ore 545.7 7.0 

90.2 69.6 Bye) 61.6 41.8 36.0 20:2 

Other deductions — net 37.8 35.4 26.7 28.6 20.3 18.4 iPeys) 
Earnings attributable to 

Class A and Class B shares 52.4 34.2 26.2 33.0 DANS 7.6 24.4 


Mid-year common equity investment 204.4 183.2 171.8 145.2 117.9 109.2 
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application is also expected 
during 1986. 

On August 1, 1985, 
the British Columbia 
Utilities Commission 
approved an increase to 
Northland Utilities (B.C.) 
Limited rates following 
an increase in the 
wholesale price of natural 


gas. 


DEGREE DAYS 


85 84 83 82 81 80 


Calgary 
Edmonton 


DEGREE DAYS: The number of de- 
grees by which daily mean temp- 
erature falls below 18 degrees C. 
One degree day is counted for each 
degree of deficiency for each day 
on which such a deficiency occurs. 
For example, if the mean temperature 
for a day was 10 degrees C, then 
there are 8 degree days during the 
24-hour period. 
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Construction Projects 


Natural gas utility 
capital additions to provide 
for customer growth and 
to meet the needs of its 
existing customers were 
$69.0 million. Net pro- 
perty, plant and equip- 
ment required to serve 
customers increased to 
$769.4 million at year-end. 

Canadian Western 
completed 54 kilometres 
of 323.9 mm transmission 
line between Lethbridge 
and Taber at a total cost 
of $7.8 million replacing a 
line built in 1912. Ina 
pioneering effort, Canadian 
Western became the first 
pipeline installer to use a 


plowing technique for 
laying distribution lines 
across a major river. The 
cost is one-third that of 
the conventional trench- 
ing method. 


Northwestern commis- 
sioned 2 additional salt 
caverns near Fort Saskat- 
chewan in the County of 
Strathcona. Four caverns 
and related gas handling 
facilities are now available 
to meet customers’ peak 
demand requirements. 
The fifth cavern will be 
completed in 1986. 
Expenditures on these 
facilities during 1985 


amounted to $3.9 million. 


The caverns provide the 


most cost effective method 
of meeting current peak- 
ing requirements. 

In addition, North- 
western installed com- 
pressor stations at Corbett 
Creek and Judy Creek 
northwest of Edmonton 
at a combined cost of 
$3.0 million. The com- 
pressors will permit 
pipeline capacity to be 
increased enabling North- 
western to fulfill new 
transportation agreements 
to move natural gas to 
the Judy Creek and 
Swan Hills areas. 

Natural gas operations 
continued to exercise cost 
control measures intro- 
duced in previous years. 
Since year-end 1983, 
Canadian Western and 
Northwestern have added 
more than 21,000 custo- 
mers, while the number 
of employees in 1985 
were lower than in 1983. 

Two-year agreements 
were signed with the 
natural gas utilities’ 
employee associations 
early in 1985 providing 
the equivalent of a 3% 
pay raise for permanent 
employees in 1985 and 
including provision to 
negotiate salaries for 1986. 
Agreement has not yet 
been reached on 1986 
salaries. 


The natural gas utilities continued 
their program of converting 
company vehicles to run on 
compressed natural gas fuel. 

In the Vegreville district, 
Northwestern Utilities’ vehicles 
refuel at this Nova Corporation 
station. 


ELECTRIC POWER 
OPERATIONS 
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anadian Utilities’ 

major electric utility, 

Alberta Power 
Limited, serves 321 com- 
munities in east-central 
and northern Alberta, 
including Fort McMurray, 
Grande Prairie, Lloyd- 
minster, Drumheller and 
Peace River, and 2 
communities in Saskat- 
chewan. 

Alberta Power’s sub- 
sidiary companies, The 
Yukon Electrical Com- 
pany Limited and North- 
land Utilities (NWT) 
Limited, serve 18 com- 
munities in the Yukon, 
one community in British 
Columbia and 6 com- 
munities in the Northwest 
Territories. Another sub- 


Unit 1 of the Sheerness Generating 
Station near Hanna, Alberta went into 
commercial service January 1, 1986. 
Unit 2 is scheduled to follow in 1990. 


sidiary, Yukon Hydro 
Company Limited, operates 
2 small hydroelectric plants 
in the Yukon. 

Energy sales to retail 
customers in 1985 in- 
creased by 11.6% to 4,331 
million kilowatt hours. 

In addition, 1,171 million 
kilowatt hours were sold 
to the City of Edmonton 
under a unit power 
agreement and 119 million 
kilowatt hours were sold 
to Edmonton Power and 
TransAlta Utilities under 
a Province-wide system 
of economic dispatch. 

During 19857957723 
retail customers, including 
several major oil and gas 
customer loads, were 
added, bringing the year- 
end total to 147,124. 


Included in this number 
were 26,471 farm cus- 
tomers of whom 16,360 
are members of 98 rural 
electrification associations. 
During 1985, 3 rural 
electrification associations 
comprising 400 members 
voted to sell their distri- 
bution systems to Alberta 
Power. 

The peak load created 
by Alberta Power's retail 
customers increased to 
844 megawatts in 1985 
from 741 megawatts the 
previous year. 

The following table 
shows 1985 electric sales 
to the various customer 
groups (excluding sales 
to other utilities): 
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Electric Power Sales 


Thousands 
of Kilowatt % of 
Hours Total 
Industrial 2,447,843 56.5 
Gommercial ™ 763/738 17.6 
Residential 691,068 16.0 
Other 428,174 oe) 


4,330,823 100.0 


Heavy oil recovery projects in the 
Cold Lake and Lloydminster areas 
contributed to the increased demand 
for electricity in the Alberta Power 
service area. 


The first unit of the 
Sheerness Generating 
Station commenced regular 
operation on January 1, 
1986. The second unit is 
scheduled to begin 
operation in 1990. The 
station, and the associated 
coal-handling facilities, 
are jointly owned with 
TransAlta Utilities, with 
Alberta Power serving as 
managing partner. 

The pre-investment 
study phase of the 
proposed hydroelectric 
project on the Slave River 
ended during 1985 when 
the study group — the 
Government of Alberta, 
Alberta Power and Trans- 
Alta Utilities — concluded 
the project was not 
feasible at this time. 

Along with other 
companies and individuals 
in its service area who 
were affected by the 
recession, Alberta Power 
maintained restraint mea- 
sures, first implemented 
during 1982, on both 
operating and capital 
expenditures. 

Hiring and overtime 
were restricted with the 
result that, although the 
number of customers 
increased by 2.6%, and 
energy sales by 9.21%, 
permanent staff declined 
in number. 

An agreement was 
reached with the Alberta 
Power Employee Asso- 
ciation under which 
members of the associa- 
tion received no salary 
increase for 1986, but 
rather received a 3.5% 
lump-sum cash payment. 
The current working 
agreement with the 
employee association 
remains in force until 
the end of 1986. 


Earnings attributable 
to Class A and Class B 
shares from electric 
operations were $60.8 
million compared to 
$62.9 million in the 
previous year. 


Regulatory Activity 

On May 17, 1985, the 
Energy Resources Con- 
servation Board (ERCB) 
issued its report on the 
timing of generating plant 
additions within Alberta. 
The ERCB accepted the 
proposal put forward by 
Alberta Power that the 
first unit of the Sheerness 
plant, jointly owned by 
Alberta Power and 
TransAlta Utilities, be 
commissioned as sche- 
duled in January 1986, 
and that the second unit 
be deferred to 1990. The 
first unit of Edmonton 
Power’s Genesee plant 
will be commissioned in 
1989, with the second 
following in 1991. The 
ERCB recommendations 
were approved by the 
Provincial Cabinet. 

Two decisions affecting 
Alberta Power were issued 
during 1985 by the 
Alberta Public Utilities 
Board (the Board) in 
connection with the 
Board-initiated hearing 
into the company’s 
revenue requirements 
and rates for the 1984 
and 1985 test years. 

On July 8, the Board 
directed the company to 
initiate a credit rider 
reducing the bills of all 
customers by 4.25% on 
an interim refundable 
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Electric Operations Earnings Contribution 


Annual 
Growth 
Rate 
1985 1984 1983 1982 1981 1980 1980-85 
($ Millions) % 

Electric revenues evi) Bales Bw Bile. AOL Wes) ie 16.7 
Operating expenses 

Operation and maintenance eye WA D8) TSH 93.7 74.4 13.0 

Taxes — other than income 12.6 125 12.3} 9.9 UP 5), Il 19.8 

Taxes — income 46.2 60.4 58.2 56.0 17.8 es Sl 4! 

Depreciation and depletion 30.5 Byki Sil te 29.8 20.9 16.0 13.8 

DXA 235.7 2G M27 139.6 i072 16.1 

97.4 104.6 102.6 89.2 @2. il AVY 5) 18.0 

Other deductions — net 36.6 aA 41.3 43.6 DY DP) 133.2 22.6 


Earnings attributable to 


Class A and Class B shares 60:8 0 62:90 6534). Oot. 17 
Mid-year common equity investment 350.4 323.7 293.7 243.1 198.5 181.3 14.1 


basis for all electricity 
consumed on or after 
julyst 

On December 20, the 
Board issued its final 
decision on the revenue 
requirement phase of its 
hearing. It found that 
the rates established for 
the company in 1982 had 
resulted in unexpectedly 
high revenue, primarily 
as a result of a significant 
increase in retail electric 
energy sales due to 
improvements in the 
economy. At the same 
time, productivity im- 
provements and Board- 
ordered adjustments to 
operating costs, deprecia- 
tion and income taxes 
reduced the overall 
expenses and revenue 
requirements. 

The Board maintained 
Alberta Power's allowable 
rate of return on common 


The Yukon Electrical Company serves 
18 communities in the Territory. 

This hydro plant is one of two 
operated by another Alberta Power 
subsidiary, Yukon Hydro Company 
near Whitehorse. 
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An Alberta Power “hotline” crew at 
Grande Prairie is able to make line 


repairs without de-energizing the line, 


thus avoiding interruption of service 
to customers in the area. 


equity at 17% for 1984, 
and established a 14.75% 
level for 1985. 

The Board ruled that 
in 1984 Alberta Power’s 
revenues exceeded re- 
quirements by $13.3 
million and that 1985 


forecast revenues were 
expected to exceed 
requirements by $29.1 
million. The Board direc- 
ted Alberta Power to file 
by February 1, 1986 a 
plan to refund to cus- 
tomers the revenue which 
exceeded requirements. 
About $6 million of the 
total amount had already 
been refunded by year- 
end, as a result of the 
July 8 interim refund 
order. 

After recording the 
total impact of this 
decision, Alberta Power’s 
consolidated earnings 
declined to $60.8 million 
in 1985 from $62.9 
million in 1984. Higher- 
than-expected energy 
sales, primarily to com- 
mercial and industrial 
customers, helped to 
offset the impact on 
earnings of the Board 
decision. In addition, a 
portion of the 1985 
refund relates to Board- 
ordered depreciation 
adjustments and the 
company reduced its 


depreciation expense ac- 
cordingly. 

At year-end, the Board 
had not established a 
date for the next phase 
of the hearing in which 
Alberta Power is seeking 
approval for a rate 
redesign. 

Alberta Power also 
made applications to the 
Board for prices for the 
sale of energy to the 
Alberta Electric Energy 
Marketing Agency cover- 
ing 1985 and 1986. The 
company will be required 
to file actual figures for 
each of these years with 
resulting adjustments to 
be incorporated into the 
marketing agency price 
for 1987 and 1988 
respectively. 


Construction Projects 

Alberta Power's addi- 
tions to property, plant 
and equipment during 
the year totalled $142.0 
million. The largest single 
amount —$78.9 million — 
was spent on the Sheer- 
ness Generating Station. 

Expenditures on trans- 
mission projects during 
the year totalled $26.5 
million. Major projects 
included a static var 
compensator at Bonnyville, 
a third phase of the 
Anderson sub-station, and 
the construction of 151 
kilometres of 144-kilovolt 
line. 

Expenditures on trans- 
mission projects are 
expected to triple in 1986 
as Alberta Power responds 
to the increased needs in 
its service area, particularly 
from those engaged in 
resource development in 
northwest Alberta, the 
Cold Lake area and Fort 


Power from the Sheerness Generating 
Station is now feeding the Alberta 
interconnected system. 
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McMurray. Falling oil 
prices, however, could 
alter the Province’s 
economic prospects and 
require changes in capital 
expenditure plans. 
Projects currently 
planned or underway 
involve 377 kilometres of 
double-circuit, 240-kilovolt 
line, 265 kilometres of 
single-circuit, 240-kilovolt 
line and 115 kilometres 
of 144-kilovolt line. 
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he year under 

review was one 

of significant 
change for the oil industry. 
Most notably, it marked 
the beginning of a new 
era of price deregulation 
with the announcement 
of the Western Accord 
in March and the Agree- 
ment on Natural Gas 
Markets and Prices in 
October. In addition, a 
number of Federal oil 
and gas taxes and charges 
were eliminated under 
the Western Accord. 
Termination of the Petro- 
leum Incentives Program 
and the phasing out of 
the Petroleum and Na- 
tural Gas Revenue Tax 


TCO} 
RESOURCES LIMITED 
MAIDSTONE SASK 


ATCOR Resources conducted an 
extensive oil and gas exploration 

and development program during 1985. 
The photo shows an ATCOR heavy oil 
development well near Maidstone, 
Saskatchewan. 


(PGRT), effectively res- 


cinded the National Energy 


Program of 1980. 
However, deregulation 
of oil and gas prices 
came at a time of falling 
world oil prices and 
generally depressed mar- 
kets for natural gas. 
While the new tax 
regime introduced by the 
Western Accord was 
long overdue, the impact 
of deregulation had a 
detrimental impact on 
small and medium size 
oil and gas producers. 
Prices for a significant 
portion of their oil 
production had been 
regulated at levels which 


were above the world 
price. Since June 1, when 
the deregulation of oil 
prices came into effect, 
prices received by these 
producers for oil discov- 
ered since 1974 have 
fallen dramatically. The 
impact of lower oil prices 
was offset to some 
extent by a gradual 
phasing out of PGRT on 
existing production and 
the elimination of PGRT 
on production from new 
discoveries after April 1, 
1985. In addition, the 
Government of Alberta 
has offered additional 
incentives to producers, 
including a 12-month 
royalty holiday and an 
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from Operations 
(millions of dollars) 
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Capital expenditures 


Cash provided from 
operations 


A major extension to the Dome/ 
ATCOR ethane extraction plant 
at Edmonton was completed in 

1985 providing additional 
plant capacity. 
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increase in the Alberta 
Royalty Tax Credit to a 
maximum of $3 million. 
The long-term benefits 
to the industry of 
deregulation, as well as 
the introduction of a 
new tax regime directed 
at taxing profits rather 
than revenues, is con- 


sidered to be very positive. 


Having taken steps to 
return the oil industry to 
an equal status with 
other industries in Canada, 
it is hoped both govern- 
ments will remain on the 


sidelines, allowing energy 
prices and investment 
decisions to be deter- 
mined in the marketplace. 


Financial Highlights 


Revenues and operating 


income for ATCOR 
Resources Limited, CU’s 
non-utility subsidiary, 
were down slightly from 
1984 as a result of lower 
oil and gas production 
associated with the sale 
for $17 million of certain 
working interests in oil 
and gas reserves (the 
carve-out) to an affiliated 
company and a general 


decline in oil prices 
during the latter part of 
the year. ATCOR’s crude 
oil prices fell an average 
of 14% between June 1 
and December 31. A 
write-down of petroleum 
and natural gas assets 
during the year caused 
operating income to 
decline by a further 
$17.7 million. The write- 
down reflects ATCOR’s 
policy of limiting the 
book value of oil and 
gas properties to the 
aggregate of the estimated 
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realizable value of future 
net income from proven 
oil and gas reserves and 
the lower of cost or fair 
value of undeveloped 
acreage. 


Exploration and Production 
Exploration activities 
in 1985 were concentrated 

primarily in Alberta. 
ATCOR participated in 
the drilling of 113 gross 
wells (41 net) with a 
success ratio of 20% for 
exploration wells and 
70% for development 
wells. 

Net capital expendi- 
tures on exploration and 
production activities, 
excluding expenditures 
on acquisitions and 
investments in AT&S, 
were $15.7 million, down 
4% from the previous 


year. An additional $3.6 
million was invested in 
AT&S through the pur- 
chase of preferred shares. 

The total working 
interest in lands held at 
the end of the year was 
up by 9% to 266,000 net 
hectares. The increase 
was due mainly to growth 
in land holdings in 
Alberta. 

In the multi-zone Spirit 
River area of northern 
Alberta, ATCOR partici- 
pated in 5 wells, the first 
3 of which were drilled 
deep, and the remainder 
of which were shallow 
wells aimed at following 
up the Doe Creek oil 
discovery made in the 
initial tests of this 
program. While the full 
potential of this new oil 
pool has not been estab- 
lished, results to date 
have been highly en- 
couraging, and at least 6 
more wells are scheduled 
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in 1986 to further evaluate 
ATCOR’s extensive land 
holdings in the area. 

The Doe Creek has 
been aggressively devel- 
oped further south at 
Valhalla and Saddle 
Hills in recent years, and 
has responded well to 
enhanced oil recovery 
techniques. Enhanced 
recovery techniques are 
being researched by 
ATCOR for the Doe 
Creek at Spirit River, 
and a carefully designed 
enhanced recovery project 
should commence later in 
1986. 

An encouraging new 
pool discovery was drilled 
at Chauvin in east-central 
Alberta in 1985, and was 
rapidly followed by a 
successful confirmation 
well. Both wells were 
completed in the Lloyd- 
minster sand and each 
well is producing 4 to 8 
cubic metres of oil per 
day. Considerable poten- 
tial was also found in the 
Sparky and General 
Petroleum sands on the 
same structure. A deve- 
lopment program is cur- 
rently underway and will 
continue into 1986. 

ATCOR’s exploration 
effort is being expanded, 
and new work will reflect 
strategies aimed at 
increasing working in- 
terests in reserves, par- 
ticularly gas. 


Gas Processing 

ATCOR processed an 
average of 6.0 million 
cubic metres per day of 
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natural gas in 1985 at its 
50%-owned south Ed- 
monton ethane extraction 
plant. The plant, which 
has the capacity to process 
8.9 million cubic metres 
of gas per day, produced 
225,000 cubic metres of 
ethane and 86,000 cubic 
metres of LPG’s for 
ATCOR’s account during 
the year. In addition, 
approximately $2.1 million 
in revenues were gene- 
rated from gas processed 
on a fee basis. 

A major expansion to 
the Edmonton plant in 
the form of additional 
compression was com- 
pleted during the year. 
The compression increase 
will permit the processing 
of extra volumes of gas 
resulting from 2 large 
custom processing con- 
tracts. Initial deliveries on 
one of these contracts 
commenced in 1985. The 
processing contracts are 
expected to last for a 
minimum of 10 years. 

Plans for the con- 
struction of 2 natural gas 
liquids recovery plants 
in the Carbon and Joffre 
areas of Alberta have 
been revised. The ethane 
extraction facility proposal 
for Joffre has been placed 
on hold, pending an 
improvement in ethane 
markets. Negotiations 
for the right to extract 
liquids from the gas 


stream at Joffre are 
underway. A final deci- 
sion to construct a plant 
at Carbon will be made 
once some stability has 
been restored to product 
pricing and the economics 
of the revised project are 
found to be acceptable. 


Gas Marketing 

ATCOR markets na- 
tural gas to large industrial 
customers for use as fuel 
and feedstock as well as 
to resource companies 
for enhanced oil recovery 
projects. In addition to 
marketing its own gas, 
ATCOR purchases gas 
from various producers 
for resale. During 1985, 
ATCOR sold 87 petajoules 
of natural gas, an increase 
of 14% from 1984; the 
total number of contracts 
increased to 23. Gas was 
supplied by 52 producing 
companies under approxi- 
mately 90 separate con- 
tracts. 

The Agreement on 
Natural Gas Markets and 
Prices announced in 
October 1985 is likely to 
have a minimal impact 
on ATCOR until after 
November 1, 1986, when 
natural gas prices are 
fully deregulated. Upon 
full deregulation, it is 
anticipated that the cost 
of gas to the consumer 
will be reduced somewhat 
as a result of increased 
competition among bro- 
kers to generate direct 
sales from producers to 
industrial customers. This 


will lead to a corres- 
ponding reduction in the 
well-head price to pro- 
ducers and lower broker- 
age margins for spot gas 
sales in the market. 
ATCOR is sufficiently 
well established in the 
industry to withstand the 
effects of this competition. 
ATCOR will endeavour to 
replace a portion of 
brokerage revenue lost 
due to lower margins 
with increased sales to 
new customers. In the 
longer term, deregulation 
is expected to create 
new opportunities in 
eastern Canadian indus- 
trial markets and in 
export markets. ATCOR 
is involved in pursuing 
new opportunities in 
these areas. 


AT&S 

AT&S, a joint explora- 
tion company in which 
ATCOR holds a 30% 
interest, was involved in 
the drilling of 16 explora- 
tion wells during the year 
of which 2 were oil 
discoveries, 2 were gas 
discoveries, 3 resulted in 
both oil and gas dis- 
coveries, and 9 were dry 
holes for a success ratio 
of 44%. The company 
currently holds or has 
the right to earn interests 
in 3.9 million hectares 
(approximately 118,000 
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hectares net) in the 
Canada Lands. 

AT&S participated in 
the drilling of 2 wells on 
a western extension of 
the Venture gas field, 
offshore Nova Scotia. 
One of the wells, N-91, 
blew out after encounter- 
ing high pressure gas 
sands. While the external 
blowout was immediately 
contained, an under- 
ground blowout occurred 
and remedial action to 
control the well took 
many months and in- 
volved the drilling of 2 
relief wells. Testing of 
the same high pressure 
sands in the second well 
was abandoned due to 
the very high risk. 

AT&S has had the most 
success in the Beaufort 
Sea-Mackenzie Delta area 
where the company is 
an associate in the Esso- 
Home program and in 
several Gulf operated 
programs. Of greatest 
significance to the future 
of AT&S is the successful 
follow-up to the Amauli- 
gak J-44 discovery of 
1984. The follow-up 
Amauligak I-65 well, 
drilled in late 1985, was 
an outstanding success. 

Subject to confirmation 
by further delineation, 
the prospect appears to 
have sufficient hydro- 


carbons to be the first 
commercial development 
in the Beaufort Sea. 
Recoverable reserves were 
estimated by Gulf Canada 
Resources to be between 
600 and 700 million 
barrels of oil, and in 
excess of one trillion 
cubic feet of gas. Five 
tests were carried out on 
the I-65 well on separate 
sand zones and all tested 
at rates between 4,800 
and 7,200 barrels per day. 
AT&S negotiated the 
right to increase its interest 
in the Amauligak pro- 
gram from 3.0% to a 
maximum of 12.6% by 
participating in the drilling 
of 3 delineation wells, to 
be directionally drilled 
from the I-65 location. 
The first delineation well 
has been completed, 
giving AT&S an earned 
interest of 6.2% and 
drilling is currently under- 
way on the second 
delineation well. 
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arnings attributable 
E to Class A and 

Class B shares 
reached a record high of 
$111.9 million ($2.07 per 
share) in 1985 compared 
to $101.4 million ($1.87 
per share) for the previous 
year. 

Consolidated revenues 
were $1.326 billion in 
1985 compared to $1.364 
billion in 1984. Natural 
gas revenues declined 
slightly to $854.2 million 
from $861.2 million due 
to the removal of certain 
Federal excise taxes which 
were collected in natural 
gas rates, and to lower 
natural gas sales to 
industrial customers. The 
effect of these decreases 
more than offset rate 
increases and weather- 
related increases in sales 
to residential and com- 
mercial customers. 

Electric power revenues 
fell to $323.9 million from 
$340.3 million last year, 
reflecting rate decisions 
issued by the Alberta 
Public Utilities Board for 
1984 and 1985, which 
were both accounted for 
in the current year. A 
surge in retail electricity 
sales during the year 
significantly reduced the 
effects of the rate 
decrease. 

Non-utility energy sales 
volumes continued on an 
upward trend. However, 
falling oil and gas prices, 


Earnings per Class A and Class B Share 


Electric 

Natural Gas 

Non-Utility — Energy 
— Other 


1985 1984 Change 
$ $ $ 
1.12 1.16 (.04) 
O71 .63 34 
(.10) 14 (.24) 
.08 (.06) 14 

2.07 1.87 .20 


the sale of certain 
working interests in oil 
and gas reserves, together 
with increased inter- 
company sales to the na- 
tural gas utilities, caused 
a decline in non-utility 
revenues from $162.2 
million in 1984 to $147.2 
million in 1985. 

The timing of regula- 
tory decisions and the 
effects of weather can 
have a major impact on 
utility earnings. Earnings 
were improved by higher 
natural gas utility rates 
in 1985 and the combined 
effect of a cold December 
1984, the revenues for 
which were received in 
1985, and a warm De- 
cember 1985 which re- 
duced gas supply expense 
in that month. 

The electric utility was 
required by the Alberta 
Public Utilities Board to 
refund part of 1984 
revenues and to reduce 
1985 revenues. The effect 
on earnings, however, 
was moderated by the 
increase in retail sales 
and continued efforts to 
achieve cost savings. 


Continued uncertainties 
in world oil markets 
necessitated a review of 
the Company’s non- 
utility oil and gas reserves. 
As a result, the value of 
oil and gas assets of 
ATCOR Resources was 
written down to a level 
consistent with the net 
realizable value. Conse- 
quently, a net loss was 
reported from non-utility 
energy operations. 

The net carrying cost 
of the TransAlta Utilities 
investment was capital- 
ized during 1985. In 
addition, approximately 
1.2 million warrants to 
purchase TransAlta shares 
from the Company were 
exercised, producing an 
after-tax gain of $2.7 
million. 

At the conclusion of 
1985, there were 27,832,900 
Class A non-voting and 
26,378,674 Class B common 
shares outstanding for a 
totaloteo4)2 lies /4 un 
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changed from December 
31, 1984. The Class A 
shares were distributed 
among 9,047 shareholders 
of whom 8,992 were 
Canadian residents. The 
Class B shares were held 
by 2,150 holders of 
whom 2,117 were Cana- 
dian residents. The total 
shares held by non- 
residents represented less 
than 1% of the total 
shares outstanding. During 
the year, 248,455 Class B 
shares were exchanged 
for an equal number of 
Class A shares. A more 
detailed explanation of 
the rights and privileges 
accorded these 2 classes 
of shares is contained in 
the notes to the consoli- 
dated financial statements. 
The Company’s shares 
are listed on the Toronto, 
Montreal and Alberta 
stock exchanges. 

In 1985, the Company’s 
quarterly dividend rate 
was 30¢ per share in each 
of the first 3 quarters 
and was increased to 32¢ 
in the fourth quarter. 
The annual dividend of 
$1.22 in 1985 represented 
59% of the $2.07 earnings 
per share in 1985. 

Capital additions in 
1985 were $235.6 million. 
The Company’s net in- 
vestment in property, 
plant and equipment 
rose $120.6 million to 


WHERE THE REVENUE DOLLAR WAS SPENT 


29¢ Operation and maintenance 


36¢ Natural gas supply 


5¢ Net interest 
and preferred 
dividends 


16¢ Government taxes 


3¢ Reinvestment 
in the Company 


6¢ Depreciation 
and Depletion 


5¢ Dividends 
— Class A and 
Class B Shares 


$2.083 billion. Construc- 
tion of the Sheerness 

Generating Station Unit 
1 was completed during 


Capital Expenditures 


1986 
1985 Estimate 


($ Millions) 
Electric 142.0 188.7 
Natural Gas 69.0 90.6 
Non- Utility 
Energy 24.4 28.0 
Other spa iS) 
235.6 308.8 


the year and it was 
commissioned on January 
1, 1986. Approval has 
been obtained from The 
Alberta Energy Resources 
Conservation Board to 
delay the commissioning 
of UniteauntdlelooOmihe 
delay was requested 
following Alberta Electric 
Utility Planning Council 
forecasts of reduced 
growth in electric energy 
demand in the Province. 
Additions to electric 
utility property, plant and 
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* Results include a short term deferral 
of income tax payments on the 
change to the normalized — all taxes 
paid method of accounting for in- 
come taxes. 
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equipment totalled $142.0 
million, of which $78.9 
million was spent on the 
Sheerness project. 

Capital additions in 
natural gas utility opera- 
tions totalled $69.0 million. 
The largest item was the 
completion of the Leth- 
bridge-Taber transmission 
line replacement. In 
addition, 2 more salt 
caverns were commis- 
sioned bringing 4 of the 5 
planned caverns into 
operation. 

ATCOR Resources 
Limited’s capital additions 
totalled $24.4 million, 
the largest segment being 
the investment in explora- 
tion and production. 

The projected capital 
expenditure program for 
the next 5 years in CU is 
currently forecast at $1.6 
billion. This forecast is 
subject to change, de- 
pending upon economic 
activity in Alberta, and 
could be affected by the 
current instability in 
world oil prices. 

Long-term external 
financings in 1985 totalled 
$138.2 million. The major 
financing was the October 
1985 issue of $125 million 
Series K Preferred Shares 
at a rate of 7.80%. The 
proceeds were applied 
primarily to the redemp- 
tions of the 10.24% Series 
D Preferred Shares and 
the 9.24% Series B 
Preferred Shares. The 
balance was used to 
finance the Company’s 
ongoing capital expendi- 
ture program. 

Other financings in- 
cluded an $8.7 million 
finance contract for the 
purchase of the second 
Sheerness Generating 
Station turbine and an 


increase of $4.5 million 
in the note payable 

to the Rural Electrifica- 
tion Associations. 

The Company’s capital 
structure includes the 
$288.6 million Series H 
Preferred Share issue 
which was used to 
finance the investment in 
TransAlta Utilities Cor- 
poration. This issue 
represents the expected 
proceeds from disposition 
of the Company’s invest- 
ment in TransAlta. The 
Company regards its in- 
vestment in TransAlta as 
self-liquidating in nature 
and expects total divesti- 
ture of its investment to 
occur on or before Nov- 
ember 1, 1987. Each Series 
H Preferred Share carried 
a detachable warrant, en- 
titling the bearer to 
purchase one Class A 
common share of Trans- 
Alta, owned by CU, at a 
price of $22.25 per share, 
on or before November 1, 
1987. 

The Company has 
been successful in retaining 
its high credit standing 
on senior debt and 
preferred equity instru- 
ments. CU’s credit rating 
position on senior debt 
instruments is AAA and 
A+ (High) and its pre- 
ferred shares are rated 
Pfd-1 and Pl by the 2 
major Canadian rating 
agencies. 
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The corporate computer facilities 
located in Edmonton were further 
upgraded during 1985 to keep pace 
with growing information processing 
requirements. 


27 


28 


financial information relating to the Company 

contained in this annual report have been 
prepared by management, which is responsible for 
the integrity and objectivity of this information. The 
financial information contained elsewhere in this 
annual report is consistent with that in the 
consolidated financial statements. The consolidated 
financial statements have been prepared in conformity 
with generally accepted accounting principles as 
applied to regulated utilities and conform in all 
material respects with International Accounting 
Standards. Where management makes a choice from 
acceptable alternatives it uses methods which it 
believes are prudent. These consolidated financial 
statements necessarily include some amounts that are 
based on informed judgements and best estimates of 
management. 

Management depends upon a system of internal 
accounting controls to meet its responsibility for 
reliable and accurate reporting which includes 
periodic review by the internal audit function. 
Management modifies and improves its system of 
internal accounting controls in response to changes in 
business conditions. 

Price Waterhouse, the Company’s independent 
auditors, are engaged to express a professional 
opinion on the consolidated financial statements. The 
examination is conducted in accordance with 
generally accepted auditing standards and includes 
tests and other procedures which allow the auditors 
to report on the fairness of the consolidated financial 
statements prepared by management. 

Under provisions of the Canada Business 
Corporations Act, the Board of Directors appoints 
certain of its members to serve on the Audit 
Committee. The Board of Directors, through this 
committee comprised of 5 non-management directors, 
oversees management's responsibilities for financial 
reporting. The Audit Committee meets regularly 
with management, the internal auditors and the 
independent auditors to discuss auditing and 
financial matters, gain assurance that management is 
carrying out its responsibilities and to review and 
approve the financial statements. The auditors have 
full and free access to the Audit Committee. 


T he consolidated financial statements and other 
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To the Shareholders of 
Canadian Utilities Limited: 


We have examined the consolidated balance sheet 
of Canadian Utilities Limited as at December 31, 1985 
and the consolidated statements of earnings and retained 
earnings and changes in financial position for the 
year then ended. Our examination was made in 
accordance with generally accepted auditing standards, 
and accordingly included such tests and other proce- 
dures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial state- 
ments present fairly the financial position of the 
Company as at December 31, 1985 and the results of 
its operations and the changes in its financial position 
for the year then ended in accordance with generally 
accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Oa hss 


Chartered Accountants 


Edmonton, Canada 
January 31, 1986 
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Note 
Revenues ii s.c ecd ok oo ada ee eee 
Operating Expenses 
Natural gas supply: (3c es ge tenet 1 


Operation and maintenance-(h 35 ee ee 

Taxes — ‘other than incOMme 43-53) ene 2 
Taxes — income 94.225, <a ky pa 3 
Depreciation and depletion = (2). eee 4 


Allowance for Funds Used During Construction.......... 
Other Income... .):..25...0 65 $c see eee 5 


Interest Expense «2 2) 600245 0. 2 see eee 
Dividends on Preferred Shares ....................... 13 


Earnings Attributable to Class A and Class B Shares ..... 


Retained Earnings at Beginning of Year................ 


Dividends on Class A and Class B Shares .............. 14 
Retained Earnings at End of Year ..................... 


Earnings per Class A and Class B Share ............... 


Year ended December 31 


1985 1984 
(Thousands) 
$1,325,936 $1,364,430 

479,273 517,280 
376,971 375,418 
98,405 118,646 
108,791 108,544 
82,650 65,187 
1,146,090 1,185,075 
179,846 1793355 
46,926 39,459 
8,860 31,268 
235,632 250,082 
75,849 75,469 

47 ,834 73,208 
123,683 148,677 
111,949 101,405 
285,474 242,618 
397,423 344,023 
66,138 58,549 

$ 331,285 $ 285,474 
$ 2.07 $ Wey 
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ASSETS 


Current Assets 
Cash and short-term investments ...... 
ACCOUNTS HPECCIVA DIE N Awe cn rss & Shia onal 
IMaterialssandssttppiies swt nat), 
INAtIAL eas StOTC taste a qian wees 
ETC DAIdeXPensesewe th ene lat 


Investment in TransAlta Utilities Corporation . . 
Property, Plant and Equipment.............. 
Deferred Expenses ....................... 


LIABILITIES AND 
CAPITALIZATION 


Current Liabilities 
Eve OnDa Dk cae case te ects Ae aes p cin tee 
Accounts payable and accrued liabilities 
INCOMmerarlcnOtlhont axes «amanda tee 
Dividendsiodvablemrernst site neha. cnc 
Long-term debt — current maturities ... 


Deferred Credits 
Contributions for extensions to plant ... 
Deferredancome taxes. oaace on ie re 
OLTCL Seren ts ere aren Oe eee 


Capitalization 
one-term de btrs ti pan erett, eras 1om t: 
Preterredssharesit eae aate aks sae 


Class A and Class B shareholders’ equity 


APPROVED BY THE BOARD: 


Qn 


J. D. Wood, Director 


Note 


[e/e) 


10 


12 
13 


14 


December 31 


1985 1984 
(Thousands) 

S$ e215 977, Ome 20S 
135,582 169,606 
26,303 18,632 
5,355 2,661 
2,890 4,141 
192,107 222,073 
226,981 244,148 
2,082,844 1,962,206 
49,925 40,853 
$2,551,857 $2,469,280 
$ 22,504 eee 798 
192,520 186,494 
20,333 32,266 
12,221 USS 
19,269 e225 
266,847 267,308 
190,071 169,331 
18,354 16,993 
40,961 45,543 
249,386 231,867 
581,783 603,193 
791,930 750,812 
661,911 616,100 
2,035,624 1,970,105 
$2,551,857 $2,469,280 


D. R. B. McArthur, Director 
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CASH PROVIDED FROM OPERATIONS 

Earnings attributable to Class A 
and ‘Glass-B shares] agree tee rin ae te eee 
Depreciation;and: depletiony: 7 fae ere ee ee 
Other ses es aha te eee ee aa ee ee ee 

Allowance for funds used during construction 

—.shareholders’ equity 427%.) cintieritoa ene trie 
Decrease (increase) in working capital....................--. 


Dividends on Class A and Class B Shares......................... 


Cash Remaining for Investment ...........................-.005- 


INVESTMENT 
Additions to property, plant and equipment................. 
Increase (decrease) in deferred expenses for 
natural gas exploration —— ete Ge... ete eel eee 
Allowance for funds used during construction 
— shareholders” equity. agg-c2s. +2 sueus 24s ee ee 


Investment in TransAlta Utilities Corporation 
= Neticarrying (COStG "55 -., aeikaan eet 
— Proceeds on disposition of shares .....................- 
Disposition of property, plant and equipment................ 
Increase in, other, deferred expenses -) (ate pen 


Cash Deficiency before Financing ............................... 


FINANCING 
Issue of long-term) debt 7.22 isn sso 1 eee eee 
Reduction:in long-term debt = 927) eee ie 
Contributions for extensions:to plant 272.) sem: aera 
Issue.of ‘preferred: shares= je. 0. ses i nye 
Preferred'shares redeemed 33a 90a 2 


Other 2385 fe ce er ae ee 


Decrease in Cash: 20 .0005..2.6e8 BO a ee eee 


“Long-term debt — current maturities” and cash are excluded from working capital. 
Cash is defined as “Cash and short-term investments” less “Due to bank.” 


Year ended December 31 


1985 1984 
(Thousands) 
$111,949 $101,405 
82,650 65,187 
4,584 12,806 
(19,230) (15,748) 
18,699 (26,862) 
198,652 136,788 
66,138 58,549 
132,514 78,239 
235,618 242,478 
3,969 (1,041) 
(19,230) (15,748) 
220,357 225,689 
5,130 

(25,928) (480) 
(22,294) (1,628) 
6,184 1,103 
183,449 224,684 
50,935 146,445 
13,154 100,000 
(26,520) (20,956) 
26,879 18,905 
125,000 27,000 
(82,972) (26,425) 
(910) (2,670) 
(6,458) 216 
48,173 96,070 
$ 2,762 $ 50,375 
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Consolidated Financial 
Statements 


The consolidated financial 
statements have been pre- 
pared by management in 
accordance with generally 
accepted accounting princi- 
ples and conform in all mate- 
rial respects with the Inter- 
national Accounting Stan- 
dards adopted by the Interna- 
tional Accounting Standards 
Committee. 

The consolidated financial 
statements include the ac- 
counts of the Company, the 
utility subsidiaries, Alberta 
Power Limited (electric), 
Northwestern Utilities Lim- 
ited and Canadian Western 
Natural Gas Company Lim- 
ited (natural gas), and a 
non-utility subsidiary, ATCOR 
Resources Limited. 


Regulation 

The utility subsidiaries 
are regulated primarily by 
the Public Utilities Board of 
Alberta (the Board) and 
the Energy Resources Con- 
servation Board of Alberta, 
which administer acts and 
regulations covering such 
matters as rates, financing, 
accounting, construction, 
operation and service area. 
The Board may award interim 
rates, subject to final deter- 
mination. Decisions made 
by these authorities or man- 
agement which impact on 
operating results or utility 
accounting policies are re- 
flected in the consolidated 
financial statements after 
the date of decision. 


Revenue Recognition 

Customers are billed on a 
cycle billing basis and reve- 
nues are recognized when 
billed with the exception 
that final Board decisions 
relating to: 


(a) prior years revenues are 
recorded in the current 
year at the date of deci- 
sion 

(b) current year revenues 
collectible or refundable 
in a subsequent year are 
recorded at the end of 
the current year. 


Natural Gas Supply 

The Province of Alberta 
enacted the Natural Gas 
Rebates Act effective Janu- 
ary 1, 1974 to shelter the 
majority of Alberta natural 
gas customers from the full 
impact of significant price 
increases for natural gas. 
Under the provisions of the 
Act, the natural gas subsid- 
iaries incur a lower effective 
cost for natural gas in that 
they are reimbursed for the 
portion of the price paid to 
their suppliers which exceeds 
the support price. 


Taxes — Income 

Income taxes are provided 
by the utility subsidiaries, 
using the normalized — all 
taxes paid method approved 
by the Board. This method 
does not result in a deferral 
of income taxes as any tim- 
ing differences between ac- 
counting earnings and taxa- 
ble income are eliminated. 
The major portion of income 
taxes paid is refunded for 
rebate to customers under 
the Public Utilities Income 
Tax Transfer Act and the 
Utility Companies Income 
Tax Rebates Act. 

Prior to adoption of this 
method, the utility subsidiar- 
ies provided for income 
taxes on the flow-through 
method which resulted in 
a deferral of income taxes. 
As the income tax compo- 
nent of rates is designed to 
recover only income taxes 
currently payable, no provi- 
sion has been made in the 
consolidated financial state- 
ments for this deferral of 


income taxes. The customer 
in future years will bear an 
additional charge in the event 
of a reversal of these un- 
booked deferred income 
taxes. Significant reversals 
are not expected in the fore- 
seeable future. 

The Company and its 
non-utility subsidiary pro- 
vide for deferred income 
taxes except where under 
the terms of a cost of ser- 
vice agreement, the subsid- 
iary is only allowed to 
recover income taxes cur- 
rently payable in the reve- 
nues billed. 


Inventories 

Inventories are valued at 
the lower of cost or net 
realizable value. Costs for 
materials and supplies are 
determined on an average 
basis, whereas the cost of 
natural gas stored is deter- 
mined on a first-in, first-out 
basis. 


Deferred Expenses 

The natural gas subsidiar- 
ies include in gas explora- 
tion all costs, including an 
allowance for funds, related 
to the development of gas 
reserves. These costs are 
recorded net of income taxes. 
Costs related to a success- 
ful venture are capitalized 
as plant and equipment. 
The costs of an unsuccessful 
venture are charged against 
amounts received under The 
Natural Gas Pricing Agree- 
ment Act included in other 
deferred credits. 

Expenses of issue of long- 
term debt are amortized 
over the weighted average 
life of the debt, and expenses 
of issue of preferred shares 
are amortized over the ex- 
pected life of the issue. Pre- 
miums and unamortized 
issue costs of redeemed long- 
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term debt and preferred 
shares are amortized over 
the life of the issue fund- 
ing the redemption. 


Property, Plant 
and Equipment 

The utility subsidiaries 
include in the cost of addi- 
tions an allowance for funds 
used during construction, at 
a rate approved by the 
Board for debt and equity 
funds. 

Certain additions are made 
with the assistance of cash 
contributions where the esti- 
mated revenue is less than 
the cost of providing service 
or where special equipment 
is needed to supply the cus- 
tomers’ specific require- 
ments. These contributions 
are amortized on the same 
basis as, and offset the 
depreciation charge of, the 
assets to which they relate. 

On retirement of depre- 
ciable assets, the accumu- 
lated depreciation is charged 
with the cost of the retired 
unit less net salvage. Gains 
and losses on extraordinary 
retirements are recognized 
in earnings as extraordinary 
items. 

Included in the natural 
gas subsidiaries’ Property, 
Plant and Equipment are gas 
wells that have been drilled, 
tested and capped and re- 
main unconnected to the 
utility system. The Board 
has directed that the costs 
of such wells, including an 
allowance for funds, be 
accounted for as plant held 
for future use. If, after a 
period of five years, these 


wells have not been added 
to the utility system, the 
costs are written off against 
funds received under The 
Natural Gas Pricing Agree- 
ment Act. If at a future date 
a gas well is placed in ser- 
vice or is required to be 
used, the amount written 
off will be reinstated in Pro- 
perty, Plant and Equipment. 
The non-utility subsidiary 
follows the full cost method 
of accounting for petroleum 
and natural gas properties 
whereby all costs relating to 
the exploration for, and 
development of, petroleum 
and natural gas reserves 
are capitalized. The capital- 
ized cost of petroleum and 
natural gas properties is lim- 
ited to an amount equiva- 
lent to the present value of 
future net revenues from 
estimated production of proved 
reserves plus the lower of 
cost or estimated fair value 
of non-producing properties. 
Depreciation is provided 
on assets on a straight-line 
basis over their estimated 
useful lives. The major assets 
are depreciated using rates 
approved by the Board vary- 
ing from 1.5% to 6.4%. All 


“resource properties are de- 


pleted on a unit of produc- 
tion basis. 


Leases 

The Board requires that 
application be made for the 
capitalization of leases in 
the determination of cus- 
tomer rates. Prior to such 
approval, leases that would 
otherwise be treated as capi- 
tal leases are accounted for 
as operating leases. 


Deferred Credits — Other 

As Alberta gas producers, 
the natural gas subsidiaries 
receive a pro rata share of 
monies available under The 
Natural Gas Pricing Agree- 
ment Act. The amounts 
received, net of royalties and 
income taxes, are deferred 
and, subject to Board ap- 
proval, are reduced by the 
costs of unsuccessful natu- 
ral gas exploration. 


Preferred Shares 

The preferred dividends 
are recorded in the same 
manner as interest expense 
in the consolidated state- 
ment of earnings and re- 
tained earnings. 

The capitalization segment 
of the consolidated balance 
sheet and the consolidated 
statement of earnings and 
retained earnings reflect the 
financing and cost of capital 
policies of the Company as 
a regulated utility in Alberta. 


Alberta Electric Energy 
Marketing Agency 

The Province of Alberta 
has established the Alberta 
Electric Energy Marketing 
Agency to reduce rate dif- 
ferentials for Alberta consum- 
ers by the purchase and 
resale of energy. The Agency 
buys energy from the utili- 
ties at each utility’s cost of 
generation and transmission 
and resells identical quanti- 
ties of energy at an aver- 
age cost. The electric subsid- 
iary receives funds monthly 
from the Agency and depos- 
its these funds in a special 
trust account for rebate to 
its customers. 
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Natural gas supply 
The natural gas supply expense is net of a rebate from the Province of Alberta of 
$109,397,000 (1984 — $102,755,000). 
Taxes — other than income 
Year ended December 31 


1985 1984 
(Thousands) 

Federal-Ganadian ownership: taxes.) 45. 6.¢.04 seas pace ne $22,064 $ 30,004 
Federal natural gas and gas liquids taxes .................. 15,662 
Federal petroleum and natural gas revenue taxes........... 5,984 7,067 

28,048 52,733 
ATIC ISOM AXES MEME ot nono ta cents Pe biieadlons Gas 6s 56,937 52,290 
IPPOBOEY gtaXes marmite cers Fe sea oh ars lite oS. 5 Wild esses gua a oto ca 12,524 12,388 
Provincia ueralctaxeS ae riy se sais. oe a ho doe bs 896 15235 


$98,405 $118,646 


No natural gas and gas liquids taxes and Canadian ownership taxes have been levied 
since February 1, 1984 and June 1, 1985 respectively. 


Taxes — income 


Under the normalized —all taxes paid method of accounting for income taxes the 
expected rate of income tax on accounting earnings would equal the statutory rate in 
the absence of permanent differences. The following table describes the permanent 
differences and their effect on the statutory rate: 


Year ended December 31 


1985 1984 
Lt LON COME taxi al Cm memah real tn mints (ors coe. a i isnin, Wika eat ines 47.9% 47.0% 
Allowance for funds used during construction................. (522) (4.1) 
Crown royalties and other non-deductible Crown payments .... 3.6 3.4 
Earned 'depletionvand mesource allowance ™ ann. «sivas see Oc neces (3.6) (4.3) 
Divadendtiicom Cua tr eeenc es horny cate Sticen a Wo? Sekai) eb hae exes (3.2) 
REaSsescineni (cares stern tent am heute gic. ac. oye s dae fee ee 4 ic (2.3) 
CET IGN RCN eee Mtoe eens MRAM ere alas! Loca ang She sg Hes EL (.5) 
PSCELICUEITIC OMICS LOX IEA Lenny case acer ee ENN csi ote SA aye pi ileal 40.5% 38.3% 


Taxes — income includes deferred income taxes of $1,222,000 (1984 — $4,246,000) 
provided for timing differences in the Company and its non-utility subsidiary. 


As a result of income tax reassessments, Taxes — income has been reduced by 
$6,107,000. Had the changes been applied retroactively, the income tax expense of 
each of the years would have been increased (decreased) as follows: 


LOS TPRe en inate dak: $(6,199,000) 
TOG Dares e aise et acre, >, (1,544,000) 
TORS tore eae tare, 1,103,000 
ORAM et ecerenice® kaa: 533,000 

$(6,107,000) 


A provision for certain deferred income taxes is not included in the consolidated 
financial statements. Unbooked deferred income taxes increased during the year by 
$5,344,000 (1984 — decrease of $1,960,000) to an accumulated amount of $134,515,000. 


Depreciation and depletion 


The carrying value of the non-utility subsidiary’s petroleum and natural gas properties 
was written down by $17,725,000 ($12,895,000 after income taxes) to a value based on 
a report prepared by independent petroleum engineers and management estimates. 
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Other income 
Year ended December 31 


1985 1984 
(Thousands) 

Interest ie ei Rete ea ee $2,972 $ 9,521 
Dividends — .g2/5 2. eee Le ee ee a ee 629 19,394 
Gain ‘on, purchase of long-termydebt\ 237.) nse 1,085 1,862 
Gain'on disposition/of shares... 20-6 ee eee 3,631 ee) 
Other! so 200g Se ote eae eee koe Sn ee 543 oV2 

$8,860 $31,268 


Accounts receivable 
December 31 


1985 1984 
(Thousands) 
Customer accounts by segment — natural gas............. $ 66,892 $ 82,832 
electric 45) ie eee oe 20,616 16,355 
——~ @Nergy ies on eee 197757, 21,814 
Receivable from the Province of Alberta... 12,947 29,622 
Other receivables and deposits >-. 205.355. 3a eee 15,370 18,983 


$135,582 $169,606 


Investment in TransAlta Utilities Corporation 


On August 3, 1982, the Company, ATCO Ltd. and TransAlta Utilities Corporation 
entered into an agreement providing for the divestiture of the interlocking equity 
ownership positions held by the Company and TransAlta Utilities Corporation. 


On December 1, 1982, each Series H preferred shareholder was issued a warrant, for 
each share held, entitling the bearer to purchase one Class A common share of 
TransAlta Utilities Corporation owned by the Company at a price of $22.25 per share 
on or before November 1, 1987. The investment in TransAlta Utilities Corporation 
was acquired at a price of $18.81 per share. During the year, 1,152,316 (1984 — 200) 
warrants were exercised, leaving 11,817,201 outstanding. 


Effective January 1, 1985, the net carrying cost of the investment has been deferred 
and added to the cost of the investment. The market value of the TransAlta Utilities 
Corporation shares had increased such that, in management's opinion, it was appropri- 
ate to defer this cost until gains are realized on the exercise of the warrants. 


Included in the deferred amount of $5,130,000 are dividends on the Series H preferred 
shares of $25,779,000 and other costs of $2,230,000; net of dividends received on the 
TransAlta Utilities Corporation shares of $20,519,000 and related interest income of 
$2,360,000. 


Property, plant and equipment 
December 31 


1985 1984 
Accumulated Accumulated 
Cost Depreciation Cost Depreciation 
(Thousands) (Thousands) 

Natural gas plant and equipment....... $ 978,016 $221,354 $ 913,670 $198,389 
Electric plant and equipment........... 1,092,623 264,661 1,041,844 232,847 

Construction work in progress ......... 400,496 S21 O92 

Non-regulated petroleum and 

natural gas properties 794.5542) ee 102,127 43,790 99,817 18,914 
Other plant and equipment............ Shyer 10,909 30,635 7192 

Land 12 Sicicstes 14,375 13,990 


$2,623,558 $540,714 $2,421,548 $459,342 


Net property, 
planizand) equipment ya een $2,082,844 $1,962,206 
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10. 


11. 


12. 


The Company’s electric subsidiary has a 50% joint ownership in the construction and 
operation of Sheerness Generating Stations 1 and 2. These are included in construc- 
tion work in progress in the amount of $373,336,000 (1984 — $295,841,000). On the 
commissioning of Unit 1 on January 1, 1986, $273,429,000 was transferred from 
construction work in progress to electric plant and equipment. Unit 2 is expected to be 
commissioned in 1990. 


Plant held for future use in the amount of $24,213,000 (1984 — $30,399,000) is included 
in natural gas plant and equipment. 


Deferred expenses 
December 31 


1985 1984 
(Thousands) 
(Sas eX DOLAIC ie wile mene ewe Menuetto Re Sn ace $24,508 $20,539 
Unamortized debt and preferred share issue expenses ....... 19,082 18,465 
(DED Crier te eaten ear ee ee Sea ee ny te he oa 6,335 1,849 


$49,925 $40,853 


Deferred credits — other 
December 31 


1985 1984 
(Thousands) 
Funds received under The Natural Gas Pricing 
AoreeimenteA ct — miele wi wee tae re tate fo a) Were, CC a $34,224 $35,076 
Cte egraeie eee eee ek ee re eA Mae ee vagy 6,737 10,467 


$40,961 $45,543 


During the year, $1,944,000 (1984 —$nil) of unsuccessful gas exploration costs, net of 
related income taxes, were charged against monies received under The Natural Gas 
Pricing Agreement Act. 


Bank line of credit 


Under a bank loan agreement, which provides a line of credit of up to $50,000,000 to 
March 14, 1987, the Company issues commercial paper and assumes bank loans. 
Under the agreement the Company maintains an unused bank line of credit of not less 
than 50% of the commercial paper outstanding. At December 31, 1985 and 1984, there 
were no loans outstanding under this agreement. 


Long-term debt 
Long-term debt outstanding, net of current maturities, is as follows: 
December 31 


1985 1984 
(Thousands) 
Canadian Utilities Limited 
Sinking fund debentures 8%8% to 17.50% due to 2002......... $480,572 $504,504 
Capitalized lease obligation due 199677...) 250235)... 5- 2. 19,362 20,256 
Finance contracts/at 9.118 %rdueto 99S 22a... eee cee ee 13,775 6,930 
INoteipayable dulel9S7c2 tigre tt tee chen oie da reso 12,500 8,000 
Alberta Power Limited 
First mortgage sinking fund bonds 512% to 612% 
ATICSEO 1902 Sy enteral ea epee re eRe ne SUE RLE tan Min tbre Wey 20,000 25,000 
Sinking fund debentures 714% to 9%% due to 1991........... 13,776 14,844 
Northwestern Utilities Limited 
First mortgage sinking fund bonds 574% to 977% 
CUS LOW 904 SiN eee ca cro nN mal hae RUE Rn Nada 10,823 12,009 
Canadian Western Natural Gas Company Limited 
First mortgage sinking fund bonds 5%% to 7% due to 1992 ... 6,225 6,525 
Sinking fund debentures 9%4% due 1990...........-......5:. 4,750 a) Be) 


$581,783 $603,193 
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13. 


The $12,500,000 note payable is owing to Rural Electrification Associations and bears 
interest determined at June 30 and December 31 of each year at the greater of a bank’s 


prime rate or its five-year term deposit rate. 


Annual repayment of maturing issues, capitalized lease and finance contract require- 
ments and sinking fund requirements for each of the following years are: 


Sinking Fund 


Purchased in 


$ 


Capitalized 
Maturing Lease and 
Issues Finance Contracts Requirements 
(Thousands) 

1986 $ 5,000 $2,174 $24,417 
1987 47,500 2,243 24,417 
1988 11,940 3,376 237092 
1989 parses) 3,918 2o7220 
1990 15,625 4,005 22,852 


Advance 


(12,322) 
(4,117) 
(396) 
(8) 


Total 


$19,269 
70,043 
Boyele 
29,262 
42,482 


The $100,000,000 13.10% debentures 1984 series, due June 1, 1994, grants the holder of 


the debentures the option of requiring the Company to redeem all or any of the 


holder’s debentures on June 1, 1989 at a price equal to the principal amount plus 


accrued and unpaid interest to June 1, 1989. 


The Company leases, with an option to purchase, a dragline costing $24,818,000 which 
is included in electric plant and equipment. The future minimum lease payments in 
aggregate are $31,961,000 of which $2,421,000 is payable in each of the five succee- 


ding years. Included in these future minimum rentals is $11,704,000 of imputed 


interest at the rate of 7.62%. 


Preferred shares 


December 31 


1985 1984 
(Thousands) 
Canadian Utilities Limited ............... $751,922 $710,804 
Northwestern Utilities Limited ........... 10,500 10,500 
Canadian Western Natural Gas 
Company Limited =a s6.eret eee 9,508 9,508 
ATCOR Resources Limited .............. 20,000 20,000 
40,008 40,008 
791,930 750,812 
Less dividends capitalized (Note 7) ....... 
$791,930 $750,812 


Dividends 
Year ended December 31 
1985 1984 
(Thousands) 
$71,382 $70,923 
420 420 
440 440 
1,371 1,425 
2,231 2,285 
73,613 73,208 
25,779 
$47,834 $73,208 
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(Note 13 continued) 
Canadian Utilities Limited 


Authorized: 


40,000 5% Cumulative Redeemable Preferred Shares. 


150,000 Series Preferred Shares, issuable in series, which have been designated as 
Cumulative Redeemable Preferred Shares and rank pari passu with the 5% Cumula- 


tive Redeemable Preferred Shares. 


An unlimited number of Series Second Preferred Shares, issuable in series, which 


have been designated as Cumulative Redeemable Second Preferred Shares. 


Issued: 


1985 
Shares Amount 
(Thousands) 
Cumulative Redeemable 
Preferred Shares 
Ra Siicdits oh asi CO Sis Ce NR eae, one lke ae 40,000 $ 4,000 
Cumulative Redeemable 
Preferred Shares 
A aVoNOCTICS ae Mee hen ei Nias SAS 15,000 1,500 
O5Ce MOCTIOO US teat ht he anima, 50,000 5,000 
Cumulative Redeemable Second 
Preferred Shares 
Non-retractable 
O 24% MSOCTICSIBS . nae ee ie nek 
TEN ote NOCTICS Tar Lone se 957,580 23,940 
34,440 
Retractable 
124 OMe DOLieS |r eee eet a 
TOFD GopOenies: He ae nes sete 2,124,100 53,103 
14 O0 Somme Deries Hie ee) ne ee: 2,998,100 74,952 
14.50%: = Series.G os ns 2,000,000 50,000 
SOO To eR OCTICS Lae eer: 12,971,900 288,625 
Se Ao ROeTICS Ele aera new Se vie 3,952,100 98,802 
Sy DOR OCPICS? | eames. ee cies 1,080,000 27,000 
FEOU Von MOCTICSH AY earls Writ be 5,000,000 125,000 
717,482 
$751,922 


December 31 


1984 

Shares Amount 
(Thousands) 
40,000 $ 4,000 
15,000 1,500 
50,000 5,000 
1,391,600 34,790 
993,580 24,840 
70,130 
ES VAETAUY) 48,192 
2,124,100 53,103 
2,998,100 74,952 
2,000,000 50,000 
12,971,900 288,625 
3,952,100 98,802 
1,080,000 27,000 
640,674 
$710,804 


During 1985, the Company redeemed the 10.24% and 9.24% Cumulative Redeem- 
able Second Preferred Shares Series D and Series B. The redemption price was $26 
per share and $25.25 per share, plus $0.3165 and $0.3734 of accrued dividends, 
respectively. The Company issued for cash $125,000,000 of Cumulative Redeemable 


Second Preferred Shares Series K. 
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(Note 13 continued) 


Stated values, redemption premiums and dividends: 


1986 Dividends 
Grated Reden naan Year ended December 31 
Value Premium 1985 1984 
(Thousands) 
Cumulative Redeemable Preferred Shares 
Lay POR a ON LR ane dee mares) tir $100 4% $ ©6200 $ 200 
Cumulative Redeemable Preferred Shares 
AVao: SETICS eed es ee $100 22% 64 64 
6% 2 SCTICS See ee ee $100 2% 300 300 
Cumulative Redeemable Second Preferred 
Shares 
Non-retractable 
1014%2 ew SeriesvA see eee $ 25 471 
ODA Tet Series. Bias eer aeeae ere G25 3,123 37253 
730 To: Series: Cet ate Ee On25 1.6% 1,769 1,843 
5,456 Glst 
Retractable 
10,24% = Series Done ee eee wipe PAS, 3,892 4,935 
103129 *Senes Ea. nae eee G25 4% 5,374 5,374 
14, 009s Series, 62 eee $ 25 4% 10,493 10,494 
14:50%: -Series| Ge eee $ 25 7,250 73250 
900%: “Series: Vasa ae $2225 25,976 25,976 
8:74% zSeries!) no eee wy an) 8,618 8,694 
8.375 %uberies |e oo ee eee $ 25 2,266 2,069 
72809: SSeries! Ku. a eee a5 2,057 
65,926 64,792 


$71,382 $70,923 


Redemption privileges 


The preferred shares of the Company are redeemable subject to premiums listed 
above plus accrued dividends. The Cumulative Redeemable Preferred Shares and 
the non-retractable Cumulative Redeemable Second Preferred Shares are redeemable 
at the option of the Company at any time. The retractable Cumulative Redeemable 
Second Preferred Shares will be subject to redemption at the option of the Company 
commencing at the dates specified and with an initial premium as stated: 


Redemption 
Premium 
Series E March 1, 1986 4% 
Series F October 1, 1986 4% 
Series G May 1, 1987 4% 
Series H November 1, 1987 Nil 
Series I November 1, 1988 4% 
Series J January 31, 1992 Nil 
Series K October 15, 1993 Nil 


On January 30, 1986, the Company approved the redemption of the Series E shares 
effective March 3, 1986. 
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(Note 13 continued) 


Purchase obligations 


The Company is required in each year to make all reasonable efforts to purchase for 
cancellation the number of shares of the Cumulative Redeemable Second Preferred 
Shares listed below at a price not exceeding $25 per share plus costs of purchase. If 
after all reasonable efforts the Company is unable to do so, the Company’s 
obligation to purchase in such year is extinguished. 


1985 Share Purchase Purchased in 1985 
Obligations Shares Amount 
(Thousands) 
Series B 48,000 $ 
Series C 36,000 36,000 900 
Series D 48,910 400 10 
Series E 44 000 
Series F 119,924 
Series G 80,000 
Series I 120,000 
$910 


Retraction privileges 


Certain series of the Cumulative Redeemable Second Preferred Shares have retrac- 
tion privileges on specified dates at the option of the holder at the stated value plus 
accrued dividends. The series and retraction dates are shown below: 


Series E March 1, 1988 
Series F October 1, 1989 
Series G May 1, 1987 
Series H November 1, 1987 
Series I November 1, 1991 
Series J January 31, 1992 
Series K October 15, 1993 


The Series H Cumulative Redeemable Second Preferred Shares can be redeemed at 
the option of the holder prior to November 1, 1987 if presented with a warrant to 
purchase a Class A common share of TransAlta Utilities Corporation. 
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14. 


(Note 13 continued) 


Northwestern Utilities Limited 


Authorized and issued: 
105,000, 4% Cumulative Redeemable Preferred Shares — 
$100; voting, non-participating, 1986 redemption 


premium —"47or ee seen ee ee ee eee 


Canadian Western Natural Gas Company Limited 


Authorized and issued: 
275,410, 4% Cumulative Redeemable Preferred Shares — 
$20; voting, non-participating, 1986 redemption 


POM = BF e wg eyss re rate tee cera ee 


200,000, 5%% Cumulative Redeemable Preferred Shares — 
$20; voting, non-participating, 1986 redemption 


premium — (3%... ao wae ane See ake eee ee ee ee 


ATCOR Resources Limited 


Authorized and issued: 

800,000 Floating Rate Cumulative Redeemable Preferred 
Shares — $25; guaranteed by the Company, dividend 
rate of one-half of bank prime rate plus 14%, 
redemption of $2,000,000 per year commencing 


in 1989 =— nil premium sa. oe ee 


Class A and Class B shareholders’ equity 


December 31 


1985 1984 
(Thousands) 
Class As non-voting isharesuaj ees cae er $169,742 
Class:Bicommonshares) eee ee 160,884 
RetainedsearningShegsane eae eee 331,285 
$661,911 


$168,227 
162,399 
285,474 


$616,100 


December 31 


1985 1984 
(Thousands) 
$10,500 $10,500 


December 31 


1985 1984 
(Thousands) 
$5,508 $5,508 
4,000 4,000 
$9,508 $9,508 


December 31 


1985 1984 
(Thousands) 
$20,000 $20,000 
Dividends 
Year ended December 31 
1985 1984 
(Thousands) 
$33,670 $29,693 

32,468 28,856 
$66,138 $58,549 
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15. 


16. 


Class A and Class B shares 
Authorized: 


An unlimited number of Class A non-voting shares and Class B common shares 
without nominal or par value. 


Issued: 
Year ended December 31, 1985 
Class A non-voting Class B common 
Shares Amount Shares Amount 
(Thousands) (Thousands) 

Becinnine Of year sarc cues vackee. : 27,584,445 $168,227 26,627,129 $162,399 
eRablerex Chan secre warm cian e tate eters an: 248,455 1,515 (248,455) (1,515) 
ENC Ory Cal meee Ow eet ee he 27,832,900 $169,742 26,378,674 $160,884 


The holders of the Class A non-voting shares and the Class B common shares are 
entitled to share equally, on a share for share basis, in all dividends declared by 
the Company on either of such classes of shares as well as the remaining property 
of the Company upon dissolution. The holders of the Class B common shares are 
entitled to vote and to exchange at any time each share held for one Class A 
non-voting share. The holders of the Class A non-voting shares are entitled to 
exchange, in limited circumstances, each share held for one Class B common share. 


During the year, options to purchase 555,000 Class A non-voting shares were 
granted to 10 officers of the Company and its subsidiaries. The Class A non-voting 
shares subject to the option may be purchased at the price of $16.75 per share on 
or before February 25, 1995. The effect of potential exercise of these options would 
not materially dilute earnings per Class A and Class B shares. 


Retained earnings 


The bond and debenture indentures place certain limitations on the Company which 
include restrictions on the payment of dividends on Class A and Class B shares. 
Consolidated retained earnings in the amount of $186,617,000 was free from such 
restrictions. 


Amounts held in trust 


December 31 


1985 1984 
(Thousands) 
Rial lecrriticatiOn eA SSOCIAUONS lait omnia eis +h dane has wos $15,918 $14,427 
GWEC ULAXeL CLA TCS ae tony erat iy wad © roe nics Mis gCslore t uidwae 4 14,298 5312 
mlbertaselectricnEnergy Marketing ASency <oijc. 22. eee wes 1 1,161 


$30,217 $20,900 
Amounts held in trust are not included in the consolidated financial statements. 


Related party transactions 


During 1985, the Company entered into transactions with ATCO Ltd., its principal 
shareholder, and certain subsidiaries of ATCO Ltd. These transactions are considered 
to be in the normal course of business and at fair market value. 


Payments were made to ATCO Ltd. for the rental of premises of $11,676,000 (1984 — 
$11,522,000) and equipment purchases of $913,000 (1984 — $726,000). A subsidiary of 
ATCO Ltd. acted as a general contractor for construction of a warehouse facility and 
office leasehold improvements for which fees, including administration costs, amounted 
to $130,000 (1984 — $176,000). The Company was reimbursed by ATCO Ltd. and 
certain of its subsidiaries for the provision of security services in the amount of 
$532,000 (1984 — $279,000). Charges to ATCO Ltd. for rental of premises and recovery 
of costs of leasehold improvements were $163,000 (1984 — $105,000). 
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17. 


18. 


19. 


Certain subsidiaries of the Company participate in oil and natural gas joint ventures. 
When they act as operator they have, in some instances, contracted ATCO Ltd. 
subsidiaries for well drilling and servicing, equipment purchases and related services, 
the total amount being approximately $5,600,000 (1984 — $3,700,000). A portion of 
these expenditures is reimbursed by the other participants in the joint ventures. 


Effective April 1, 1985, the non-utility subsidiary of the Company sold for $17,000,000 
certain working interests in oil and gas reserves to an affiliated company, ATCO 
Drilling Ltd. The ownership of these reserves reverts to the subsidiary in the event 
that ATCO Drilling Ltd. receives from production sufficient income to return its 
investment plus a pre-determined rate of return on that investment. 


Rate applications 


One of the natural gas subsidiaries received a final rate decision for 1985 on December 
20, 1985 and revenues of $3,656,000 have been accrued at December 31, 1985. The 
other natural gas subsidiary has been operating on interim rates since October 1984 
and final decisions for 1984 and 1985 are expected in early 1986. 


In a final decision released in December 1985, the Board set the revenue requirements 
of the electric subsidiary for 1984 and 1985. The decision, requiring a revenue refund 
of approximately $13,255,000 for 1984 ($5,693,000 after income taxes and other related 
expenses) and $29,087,000 for 1985, has been recorded in the current year. 


Employee pension plan 


The Company and its subsidiaries have a defined benefit pension plan covering 
substantially all employees. Employees participate through contributions to the plan 
which provides for pensions based on length of service and final average earnings. 
During the year, the Company made no changes to the benefits offered by the plan 
which uses the accrued benefit cost method with projection of employee compensa- 
tion levels to determine the costs of the reporting period. Pension costs for the year 
amounted to $12,579,000 (1984 — $12,181,000) including amortization of past service 
costs and experience deficiencies of $4,345,000 (1984 — $4,656,000). Based on the most 
recent actuarial evaluation, December 31, 1983, the estimated plan deficit now 
amounts to $28,879,000. Of this deficit $1,843,000 is a result of plan experience and is 
being amortized and funded over 3 years. The balance of $27,036,000 arising from 
changes in plan assumptions is being amortized and funded over periods ranging from 
3 to 13 years. 


Commitments and contingencies 


The electric subsidiary has a 50% joint ownership in the Sheerness Generating Station 
which is under construction. The project presently is forecast to cost the subsidiary 
approximately $587,000,000 of which $214,000,000 is yet to be expended. 


Minimum non-capitalized lease payments, which extend over periods not exceeding 18 
years, are $12,203,000, $11,849,000, $11,471,000, $11,263,000 and $11,056,000 for the 
years 1986-1990, respectively. 


The utility subsidiaries purchase natural gas and coal from approximately 346 produc- 
ers under approximately 576 purchase contracts. Substantially all of these contracts 
have provisions requiring payment when the company is unable to nominate speci- 
fied minimum annual quantities for delivery. In prior years, the available market has 
exceeded the minimum contract supply quantities and no “take-or-pay” payments 
were required. 


During 1984 and 1985, a major customer took less than the minimum annual volume 
of natural gas it had contracted to take from a natural gas subsidiary. The subsidiary 
filed a Statement of Claim in 1984 for $1,545,000 to recover the amount due under the 
sales contract. An agreement has since been reached whereby the customer agrees to 
indemnify the subsidiary from any past or future take-or-pay exposure with regard to 
20 of the 22 producers supplying natural gas dedicated to the major customer. 
Litigation has been suspended pending negotiations on the remaining items of 
disagreement. Of the 2 remaining producers, agreement has also been reached with 
the producer supplying the largest volume of natural gas and its Statement of Claim 
for $575,000 has been withdrawn and there is no outstanding take-or-pay obligation 
with the other. 


20. Segmented information 


Natural 
Electric Gas Non-Utility 
Utility Utility Energy 
Operating segments Year Operations Operations Operations Consolidated* 
(Thousands) 
Revenues 
Outside customers ......... 1985 $ 323,903 $854,164 $147,237 $1,325,304 
1984 $ 340,345 $861,218 $162,203 $1,363,766 
intersegmentagen sas 166 28,205 20,642 
144 23,147 7,073 
COLDOLaLe sar eerie sete kn 632 
664 
324,069 882,369 167,879 1,325,936 
340,489 884,365 169,276 1,364,430 
Expenses 
Operating eyes erties cae 150,002 709,181 144,043 954,214 
141,419 755,413 144,206 1,010,674 
Taxes — income ........... 46,165 57,383 2,949 106,497 
60,356 36,373 9,643 106,372 
Depreciation and depletion . 30,475 25,559 26,572 82,442 
34,072 22,945 8,147 64,972 
COLDOTAtE tae sane tac 2,937 


2 N67 
3,057 


226,642 7927425 173,564 1,146,090 
235,847 814,731 161,996 1,185,075 


Segment operating income.... 1985 $ 97,427 §$ 90,246 $ (5,685) $ 179,846 
1984 $ 104,642 $ 69,634 $ 7,280 §$ 179,355 


WEOtal ASSCLS ets | eee os oe 1985 $1,292,837 $907,461 $125,994 $2,551,857 
1984 $1,172,917 $894,179 $136,104  $2,469,28( 
Capitalexpenditures =... +2... 1985 $ 141,975 $ 69,022 $ 24,385 $ 235,618 
1984 $ 147,709 $ 72,925 $ 28,922 $ 242,478 


* Inter-segment transactions have been eliminated in the consolidated column. Consolidated total assets and 
capital expenditures include the other assets and expenditures of the Company. The principal other asset 
included in the consolidated total is the investment in TransAlta Utilities Corporation. 


21. + Financial statements 


Certain of the 1984 figures have been reclassified to conform with the consolidated 
financial statement presentation adopted in 1985. 


Earnings Attributable to 
Class A and 
Class B Shares 


(before extraordinary items) 
(millions of dollars) 


heey ta ian San Ac) s| as) Gas Ym ooo: Sto}o) 


Earnings per 
Class A and 
Class B Share 


(before extraordinary items) 
(dollars) 


>] 
ol 
i=) 


75 76 78 79 80 81 82 83 84 85 


@@88 Earnings retained per share 
g@mmg Dividends per share 


Capitalization 


(millions of dollars) 


2100 


1800 


1500 


1200 


900 


600 


300 


75 76 77 78 79 80 81 82 83 84 85 


i Shareholders’ equity 
Gm Preferred shares 


(including minority interests) 


Mmmm =Long-term debt 
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(Dollars in millions, except as indicated) 


Operating Revenues 
Natttral Gas. 3, i ccd eiciccevetsstha iol onde itea nts Oe oie eaten chee ee 


Operating Expenses 
Natural gas supply. ccc. 525 < ec fas ne catele > puesta ete sn a ee ee 
Operation and maintenance... 5.22 .a de ee 8s te oe el 
Taxes; —— other’ than smCoOme:s.:siac casts sca leane ered evel easy eet eee eerie Ck arate cate ee 
Taxes == imCome ep. bee epcathn ols agp estcnerz ms soe dy eieratin be snes eat ar erate oe ea a 
Depreciation and depletion... 5... s..40.00 42 «age: aes ae 


Allowance’ for) Funds; Used During ‘Constructions yas eee el eee eee 
Other Income’... seksi goose tee ot ote sce ae POO 


Interest Expense «.c3% test. sos oie ats dae ora eee eee 
Dividends on Preferred Shares. 155 ce eee aie ene eee 


Earnings before Extraordinary [tems oyster ieee eee eee 
Extraordinary Items — Non-Recurring Gain (Loss) 


Earnings) attributable to GlasseAvand! Glass Bi Sharesha ee eee eee 


Contribution by Segment 
Electr ie iis ays sig aoaet nie Bickanel ten olin sean NSD Wea CO cee cnc 
Natural a8) 005.205 a od ein at ane ean yee ae Ree We ea 
Non-Utility : 


Shares Outstanding* (thousands) 
At emi OF year a 5 ays. Shs 4 8S ieecasct ated cele wi Atte ots ao Sours a nen Sg ae ee Re 
Average fOr Yeatcdus 5 « feu nian agua aemtiees bills gre REEL enon ee a ene 
Earnings: per Share*# (dollars). 5. acai roe enna ae ite ee 
Total, Annual, Dividends*s..-. cee pane.) ee rice eee ee ee 
Dividends per Share™{(Gollans)) fovea or elena ee nena Saeceteset ee eee 
Payout Ratio (dividends = earning stattributable) yyy c ier ee eee 
Equity per Share* (dollars)/.2 sass. 25 ste rin nee ae ee eee ed eee 
Return On Equity 3c. ©. eid cscs swrepeen. ove o hee ete he ete pee ReGen ea ee ree ae ere 
Stock Market Record — Class A non-voting shares High ......................-.. 
LOW Sardis dh: iain rote role eee an 


stock Market Record —= (Class B common shares) sy tien werdes ert teirtieereee 


== Ne tiie cing. otis aia teens) ane bate geese eee 
Total Assets ii 8 0. ctiais daw iead acegne ait oboe Be cine TTAG Gast ee Cee 
Capitalization 
Long-term debt 5. viseca ixars utnnsm ta ieacieh stele alanent rte hance Reyne ea eee eee 
Preferred shares isi. cin. a7e.0h «toot os ope tesla uate Ser et ee 
Total long-tetm debt and’ preferred sharess 2570s oy ci hie ie ene 
Shareholders” equity” sinc: ics. goss tints Sires ot erent ee ee 
Total capitalization trang wwe as es wom accom oianie tie ae nei een eee eee 
Capitalization Ratio 
Long-term, debt’ i: cota se-t did ssage ye Seal Calo tet OM eC eee 
Preferred shares 128.5. wk ass ar5 die eee see eines cies eae kos rg Gh ee 
Shareholders” equity": c2..46 5 a. 1.0 ak Mele osu osieenlc eogs ue eae 
Times Debt Interest Earned (pretax) 2.70)... ))qenes heres ee ee 


* Includes Class A non-voting shares and Class B common shares. 


Where Class A and Class B shares are presented, the comparative figures have been 
reclassified to reflect the September 10, 1982 two-for-one share reorganization. 


# All information expressed before extraordinary items. 


61.3 
26.2 


5.6 
(6.0) 


87.1 


54,212 
53,807 
1.62 
46.3 
.86 
53.2% 
10.57 
15.9% 
16% 
11% 
15¥% 
16% 

12 

15Y% 
2,179.4 
1,787.9 
2,366.8 


527.2. 
oye) 
1,280.1 
Wier 
P8533 


28% 
41% 
31% 
4.57 


1981 


ioe. 
201.7 


42.9 
8 


1,024.6 


4] 


442.2 
212°) 
195.8 
30.6 
36.8 


917.9 


106.7 
24.6 
6.8 


138.1 
5857, 
23.8 


60.6 


Diled 


34,244 
34,624 
81 
14.4 
43 
55.2% 
5:08 
15.1% 


33,268 
31,134 
78 
10 
38 
46.4% 
5.18 
15.8% 


74 
4S 
7V4 
688.6 
542.3 
632.0 


2250, 

9953 
325.0 
173.9 
498.9 


45% 
20% 
35% 
2.66 


18.7 


28,396 
28,516 


72 
Sod 


Electric Sales 
(millions of kilowatt hours) 
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™) Other utilities 
Mies Retail 


Natural Gas System 


Throughput 
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Sales and transportation — affiliates 
~~ Transportation 
Mm Sales 


Gas and Electric 
Customers at Year-end 


(thousands) 


800 
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Gm Electric 
Gm Gas 
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(Dollars in millions, except as indicated) 


Electric Operations 


Rropertyeplantandlequipment ents eLV1C Cer sae ti tenn eet eee 


Construction work in progress .... 


Property, plantandlequipment——eTOSS irs ey at cinerea 


Accumulated depreciation ........ 


PicoyeXeany, jolevas Gravel eraqubyayentein! — WS 3 sono ooo oe kn bose nee aascbaseece 


Growth over prior year........... 
Capitalexpenditures ees 


Sales)(mullions of kilowatt hours)i-——.retalliee sy. r inerrant en 
—SOtNeL Utilitie Sie eeeriae Ente eran 


Growth retail sales over prior year 


Average annual use per residential customer (kWh)..................... 
Average annual billing per residential customer ($) ..................... 
Maximum hourly demand (thousands of kilowatts) ..................... 
Generating capacity (thousand siot kilo Watts) eee eee 


Customers at year-end (thousands) 
Number of communities served ... 


Bower lines (thousandsioikalome es) ines ert ett enter ee 


Natural Gas Operations 


Property planbandyeq tip iments ——12-LOSS eae eter ey ts tee enn eee 


Accumulated depreciation ........ 


Pigojeyeiang, qellevaus crave! exajwuyormaverats —— TM. ooo Coan osc oc een onnesesers 


Growth over prior yeate. sn. nter 
Gapitaliexpenditutresm ere 
SEIS ((OEHOMIES) can cosaseascoce 
Transportation (petajoules) ....... 


Sales and transportation — affilliates (petajoules) ....................... 
Notalesystem)throuchput,(petajOules) serene sees enter ee er eee 


Growthiover pron yealiey tee 


Average annual use per residential customer (gigajoules)................ 
Average annual billing per residential customer ($) ..................... 
Maximum dailyademanda (teray ules) iam eset n tet tet etre ater ee eee 


Degree days — Edmonton........ 

== Cale ary: saa eae 
Customers at year-end (thousands) 
Number of communities served ... 


Non-Utility Energy Operations 


Property, plant and equipment=—\orOSS acannon eee ee 


Accumulated depreciation ........ 


Property, splantiand equipment —— ne tags ee sewer het te cuey eee nena 


Production 
COs (art / cL) os tae gece ee ee eee 
Gast LO s/el Veaethvn see eee tee 
Ethane, (ma) tac ome ae 
TEP Goold) sees andy nen es 
Reserves 
@ilCLOgnn? ee ere eee ee 
Casa LOM ayer tease ira aati Re te: 


Total Number of Employees ........ 


1985 


1,097.8 
396.8 
1,494.6 
264.7 
1,229.9 
9% 
142.0 
4,331 
1,290 
12% 
7,432 
660 

844 
1,058 
147.1 
348 
39.1 


9907 
22173 
769.4 
5% 
69.0 
274 
131 
70 
475 
1% 
176 
621 
2,304 
5,414 
5,124 
601.8 
292 
32.8 


133-9 
53.9 
80.0 


206 
228 
616 
235 


857 
1,426 


4,144 


984 


046.8 
314.5 
361.3 
232.8 
128.5 
11% 
147.7 
3,882 
1,265 
7% 
7,264 
660 
741 
1,055 
143.4 
334 
Bo) 


929.6 
198.4 
732 
6% 
TOL) 
286 
124 
61 
471 
4% 
166 
580 
2,119 
5,349 
5,021 
593.6 
293) 
By Il 


125.9 
26.9 
99.0 


260 
125 
651 
200 


1,577 
[7539 


4,099 


1983 


987.9 
POT ES) 
1 2G) 2 
19585 
LO). 7/ 
16% 
171.8 
3,618 
IL Sey 
5% 
7,044 
643 
720 
1,056 
Isieee, 
340 
34.6 


863.2 
WSS) 
687.3 
15% 
108.8 
308 
98 
45 
451 
3% 
162 
586 
2,147 
OO” 
4,953 
580.7 
289 
Sle 


97.0 
19.0 
78.0 


189 
170 
736 
170 


1,408 
1,224 


4,168 


1982 


OT e2 
130.3 
1,041.5 
158.8 
882.7 
16% 
WEVA 
3,452 
1,196 
7% 
7,436 
661 
693 
1,058 
136.6 
332 
29.2 


WS?) 
159.9 
598.0 
24% 
IS 5e5) 
347 
63 

26 
436 
2% 
196 
625 
2,063 
6,025 
5,602 
566.6 
285 
30.4 


87.6 
11.4 
76.2 


158 
170 
780 
184 


889 
1,182 


4,212 
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1977 


358.6 
34.4 
393.0 
62.2 
330.8 
10% 
44.1 
2,358 
228 
8% 
6,764 
310 
524 
671 
106.9 
314 
20.8 


370.9 
bee) 
271.6 
13% 
38.8 
304 
12 


316 
16% 
190 
241 
1,681 
5,124 
By, Ae) 
428.4 
260 
Ze 


Ihe) 8) 


INS) 


3,367 


1976 


O20, 
20.0 
Sey 
Doe 
2995 
14% 
45.9 
2,182 


8% 
OSS 
281 
455 
686 
99.6 
301 
20.1 


Boo! 
93.0 
240.9 
14% 
39.4 
273 


273 
3% 
195 
190 
1,508 
4,891 
4,885 
400.5 
2o7, 
21.8 


3,161 
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Calgary, Alberta 

V. L. Horte® 

President 

V.L. Horte Associates Limited 
Calgary, Alberta 

W. R. Horton® 
Executive Vice-President, 
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Canadian Utilities Limited 
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H. E. Joudrie + 
President and 

Chief Executive Officer 
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E. W. King* 

Corporate Director 
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R. W. A. Laidlaw + 
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Officer 
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Limited 
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D. R. B. McArthur* 
Corporate Director 
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CANADIAN UTILITIES LIMITED 
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of the Board and 
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Subsidiary 
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Senior Vice-President and 
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Vice-President, Planning 
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Vice-President, 
Human Resources 
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CANADIAN UTILITIES LIMITED 


Canadian Utilities Limited was incorporated under the laws 
of Canada on May 18, 1927 and was continued under 

the Canada Business Corporations Act by Articles of 
Continuance on August 15, 1979. 


Registered 
Head Office 


10035 - 105th Street 
Edmonton, Alberta, Canada 
T5J 2V6 

Telephone: (403) 420-7310 


Valuation Day 


The Valuation Day price 

of Canadian Utilities’ Class 
A non-voting and Class B 
common shares adjusted for 
the stock split of September 
15, 1972 and the replacement 
of common shares by the 
Class A and B shares on 
September 10, 1982 was 
$4.66. 


Annual Meeting 


The annual meeting of 
shareholders will be held 
April 24, 1986 at the Four 
Seasons Hotel, Edmonton, 
Alberta. 


Auditors 


Price Waterhouse 

2401 Toronto Dominion 
Tower 

Edmonton Centre 
Edmonton, Alberta T5] 271 


Transfer Agents 
and Registrars 


Halifax/Montreal/Toronto/ 
Winnipeg/Regina/Calgary/ 
Edmonton/Vancouver 
Class A non-voting and 
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Preferred, Series Preferred 
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(Series C, F, G, I, K and L) 
Shares 

The Royal Trust Company 


Second Preferred Shares, 
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The Canada Trust Company 


Trustee and Registrar 


Montreal/Toronto/Winnipeg/ 
Calgary/Edmonton/Vancouver 


Debentures 
National Trust Company 


Stock Exchange 


Listings 


Class A non-voting and 
Class B common shares 
Toronto, Montreal and 

Alberta Stock Exchanges 


Preferred and 
Series Preferred Shares 
Toronto Stock Exchange 


Second Preferred 
(Series C, F, G, H, I, K 
and L) Shares 

Toronto and Montreal 
Stock Exchanges 


Euro-Dollar Debentures 
London Stock Exchange 
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CANADIAN UTILITIES LIMITED 


Notice of Annual and Special Meeting of Shareholders 
April 24, 1985 
NOTICE IS GIVEN that the Fifty-Eighth Annual and Special Meeting of Shareholders of Canadian Utilities 


Limited will be held at the Four Seasons Hotel, Edmonton, Alberta on Wednesday, the 24th day of April, 1985 at the hour of 
10:00 o'clock in the forenoon, Mountain Standard Time, for the following purposes: 


Ie 


i) 


to receive and consider the annual report containing the consolidated financial statements for the year ended 
December 31, 1984, accompanied by the report of the auditor; 


to consider and, if deemed appropriate, to pass a special resolution (the full text of which is set out in the 
Management Proxy Circular) amending the articles of the Corporation to increase the minimum number of 
directors from 3 to 5; 


to consider and, if deemed appropriate, to pass a resolution to confirm the establishment of the Stock Option Plan 
for designated employees of the Corporation or its subsidiaries; 


to elect directors; 
to appoint the auditor; 


to consider and, if deemed appropriate, to pass a resolution to confirm certain amendments made by the directors to 
By-law No. | of the Corporation (the text of the resolution of the directors making such amendments accompanies 
the Management Proxy Circular as Exhibit ““A’’); and 


to transact such other business as may properly be brought before the Annual and Special Meeting or an 
adjournment thereof. 


DATED at Edmonton, Alberta this 15th day of March, 1985. 
By Order of the Board, 


A.M. Anderson 
Secretary 


If you are unable to attend the meeting kindly complete and sign the accompanying form of proxy and return it in 


the envelope provided to reach the Corporation at least 24 hours, excluding Saturdays and holidays, preceding the Annual 
and Special Meeting or an adjournment thereof. 


MANAGEMENT PROXY CIRCULAR 
SOLICITATION OF PROXIES 


This Management Proxy Circular is furnished in connection with the solicitation by the management of 
CANADIAN UTILITIES LIMITED (the “Corporation”) of proxies to be used at the Annual and Special Meeting 
of Shareholders of the Corporation to be held at the time and place and for the purposes set forth in the 
accompanying notice. It is expected that the solicitation will be primarily by mail. Proxies may also be solicited 
personally by officers and employees of the Corporation. The cost of the solicitation by the management will be borne by 
the Corporation. 


APPOINTMENT OF PROXYHOLDER AND REVOCATION OF PROXY 


The persons named in the accompanying form of proxy are directors of the Corporation. A shareholder entitled to 
vote at the Annual and Special Meeting may by means of a proxy appoint a proxyholder and one or more alternate 
proxyholders, who are not required to be shareholders, other than the persons designated in the accompanying form of 
proxy, to attend and act at the Annual and Special Meeting in the manner and to the extent authorized by the proxy and with 
the authority conferred by the proxy. This right may be exercised either by striking out the names of the persons designated 
in the form of proxy and inserting in the space provided the name of the other person or persons a shareholder wishes to 
appoint or by completing and executing another proper form of proxy. A shareholder desiring to be represented at the 
Annual and Special Meeting by a proxyholder must deposit a proxy with the Corporation at least 24 hours, excluding 
Saturdays and holidays, preceding the Annual and Special Meeting or an adjournment thereof. 


A shareholder may revoke a proxy by depositing an instrument in writing executed by the shareholder or by the 
shareholder’s attorney authorized in writing at the registered office of the Corporation, 1927, 10035 - 105 Street, Edmonton, 
Alberta, T5J 2V6, at any time up to and including the last business day preceding the day of the Annual and Special 
Meeting, or an adjournment thereof, at which the proxy is to be used, or with the chairman of the Annual and Special 
Meeting on the day of the Annual and Special Meeting or an adjournment thereof. 


CLASS B COMMON SHARES AND PRINCIPAL HOLDERS THEREOF 


There are outstanding 26,624,290 Class B common shares of the Corporation entitled to be voted at the Annual and 
Special Meeting. Each Class B common share entitles the holder thereof to one vote. The directors have fixed March 15, 
1985 as the record date for determining shareholders entitled to receive notice of the Annual and Special Meeting of 
Shareholders. 


To the knowledge of the directors and officers of the Corporation, the only persons who beneficially own or exercise 
control or direction over shares of the Corporation carrying more than 10% of the votes attached to the shares of the 
Corporation are ATCO Ltd. (“ATCO”) and TransAlta Resources Corporation (“TransAlta Resources’’), a wholly-owned 
subsidiary of TransAlta Utilities Corporation (“TransAlta Utilities”). ATCO indirectly owns 13,578,552 Class B common 
shares, being approximately 51.0% of the Class B common shares outstanding. R. D. Southern controls ATCO. Reference 
is made to ‘Election of Directors”. TransAlta Resources owns 7,818,544 Class B common shares, being approximately 
29.4% of the Class B common shares outstanding. On August 3, 1982 the Corporation, ATCO and TransAlta Utilities 
entered into an agreement (the “Divestiture Agreement’’) intended to resolve certain differences among the corporations 
arising from reciprocal shareholdings. In addition to other matters, the Divestiture Agreement provides that the Corpora- 
tion and TransAlta Utilities shall (a) vote in favour of any corporate reorganization; and (b) not oppose any other matter 
proposed by the other at shareholders’ meetings except as to a vote upon a corporate reorganization or upon any other 
matter which would materially reduce the value to the Corporation or TransAlta Utilities of its investment in the shares of 
the other corporation. On November 25, 1983 TransAlta Resources issued warrants to purchase 7,856,250 Class B 
common shares of the Corporation at the price of $15.00 per share on or before December 15, 1987. In the event that all of 
the warrants are exercised, TransAlta Utilities will have divested itself of all of its presently held Class B common shares of 
the Corporation. 


CLASS A NON-VOTING SHARES 
The holders of the Class A non-voting shares of the Corporation are entitled to receive notice of the Annual and 
Special Meeting of Shareholders and to attend and participate in discussions at the Annual and Special Meeting, but are not 
entitled to vote at the Annual and Special Meeting. 


The holders of the Class A non-voting shares are also entitled, in certain circumstances briefly described below, and 
subject to changes in the exchange ratio also described below, to exchange their Class A non-voting shares for Class B 
common shares on the basis of one Class A non-voting share for each Class B common share. 


The rights of exchange attaching to the Class A non-voting shares in certain circumstances are set out in a 
Certificate of Amendment dated September 10, 1982 issued to the Corporation. Events giving rise to the rights of exchange 
include: (a) certain take-over bids where the offeror will in result own, together with the offeror’s previously owned Class B 
common shares, more than 50% of the outstanding Class B common shares, and (b) ATCO, the present controlling 
shareholder of the Corporation, ceasing to own or control, directly or indirectly, more than 10,000,000 of the issued and 
outstanding Class B common shares of the Corporation. The rights afforded to the holders of Class A non-voting shares in 
the nature of take-over bid protection are limited. A holder of Class A non-voting shares shall only be entitled to the take- 
over bid protection rights described in the Certificate of Amendment or as may otherwise be conferred by law. Should a 
take-over bid be made in circumstances other than those therein described, a holder of Class A non-voting shares shall have 
no right to tender such shares in exchange for Class B common shares of the Corporation. 


VOTING OF PROXIES 


All Class B common shares of the Corporation represented by a proxy in favour of the persons designated in the 
accompanying form of proxy will be voted or withheld from voting on any ballot that may be called for in accordance with 
the instructions of the shareholder contained in the proxy. Where no choice is specified by the shareholder in the proxy, the 
proxy will be voted in favour of the five specific matters referred to therein. 


The accompanying form of proxy confers discretionary authority in respect of amendments to matters identified in 
the Notice of Annual and Special Meeting of Shareholders and in respect of other matters that may properly come before the 
Annual and Special Meeting. The management of the Corporation is not aware of any amendments to matters identified in 
the Notice of Annual and Special Meeting of Shareholders or of other matters that are to be presented for action at the 
Annual and Special Meeting. 


AMENDMENT TO THE ARTICLES OF THE CORPORATION REGARDING 
DIRECTORS 


Under the articles of the Corporation the board of directors may consist of a minimum of 3 and a maximum of 18 
directors. It is proposed that the articles of the Corporation be amended to increase the minimum number from 3 to 5. The 
text of the proposed special resolution to increase the minimum number of directors is as follows: 


BE IT RESOLVED as a special resolution that: 


(1) item 5 of the Articles of Continuance of the Corporation be amended so that the minimum number of directors of the 
Corporation is 5 and the maximum number is 18; and 


(2) any one of the officers or directors of the Corporation be authorized to take all actions and to execute and deliver all 
documents as may be necessary or desirable for the implementation of this special resolution including, without 
limitation, executing and delivering articles of amendment in prescribed form. 


The special resolution is required to be passed by the affirmative vote of not less than 66.67% of the votes cast at the 
Annual and Special Meeting of Shareholders. 


STOCK OPTION PLAN 


The directors of the Corporation have approved a stock option plan as an employee incentive, to be called the Stock 
Option Plan. Under this proposed plan, the Chairman of the Board of the Corporation may designate employees of the 
Corporation or its subsidiaries to be offered options to purchase in aggregate 700,000 Class A non-voting shares of the 
Corporation. The price to be paid upon the exercise of any option granted will be the closing market price of the Class A 
non-voting shares on the last trading day immediately preceding the date of the grant. The term within which the option may 
be exercised will be ten years. Up to 20% of the shares subject to the option may be purchased on and following each of the 
first five anniversary dates of the date of the grant and any unexercised option may be carried over to subsequent years. An 
option will not be assignable and will terminate upon the termination of the employee's employment with the Corporation 
and its subsidiaries for reasons other than retirement, disability or death. The Toronto Stock Exchange has approved the 
Stock Option Plan subject to its confirmation by a majority of the votes cast at the Annual and Special Meeting of 
Shareholders. 


Directors of the Corporation who are also employees of the Corporation or its subsidiaries will be eligible for 


participation in the Stock Option Plan. 


ELECTION OF DIRECTORS 


The management of the Corporation proposes to nominate, and the persons named in the accompanying form of 
proxy intend to vote for the election as directors of, the persons whose names are set forth below, all of whom are now 
directors and have been for the periods indicated. The management of the Corporation does not contemplate that any one of 
the nominees will be unable to serve as a director. Each director elected will hold office until the close of the next annual 
meeting of shareholders of the Corporation. Following is information with respect to each proposed nominee for the board 


of directors. 


Names of proposed 
nominees and all 
other major 
positions and 
offices held with 
the Corporation 


All major positions and 
offices held with 
significant affiliates of 
the Corporation 


Periods 
served as a 
director of 


Approximate number of 
shares of each class of 
shares of the Corporation 
and of ATCO beneficially 
owned or over which 
control or direction is 


W.L. Britton, Q.C. (1) Director of Alberta Power 
Limited and of ATCO (4) 


G.L. Crawford, Q.C Director of Canadian 
(1) (3) Western Naiural Gas 
Company Limited 


B.K. French (2) Director of ATCO (4) 


V.L. Horte (1) 


W.R. Horton. President and Chief 


Executive Operating Officer and 
Vice-President. director of Alberta Power 
Utilities (1) Limited, Canadian Western 


Natural Gas Company 
Limited and Northwestern 
Utilities Limited and 
director of ATCOR 
Resources Limited 


H.E. Joudrie (3) 


Principal occupation or the 
employment Corporation exercised 
Partner, Bennett Jones 1980 to date 675 Series H second 


(barristers & solicitors) 


Associate, McLaws & Company 1972 to date 
(barristers & solicitors) 


President, Karusel 1981 to date 
Management Ltd. (property 

management and management 

consultants) 


President. V.L. Horte 1981 to date 
Associates Limited (oil, 

gas and energy consulting 

firm) 


Executive Vice-President, 1984 to date 
Utilities of the Corporation 

and President and Chief 

Operating Officer, Alberta 

Power Limited, Canadian 

Western Natural Gas 

Company Limited and 

Northwestern Utilities Limited 


President and Chief 1982 to date 
Executive Officer, Nu-West 

Group Limited (house 

building, land and 

commercial real estate 

development and oil and 

gas company) (6) 


preferred shares of the 
Corporation; 3,870 

Class I non-voting, 

3,935 Class II voting 

and 400 112% convertible 
junior preferred shares 

of ATCO 


285 Class A non-voting 
and 100 Class B common 
shares of the Corporation 


350 Class B common 
shares of the Corporation; 
1.900 Class I non-voting 
and 3,000 Class II voting 
shares of ATCO 


100 Class A non-voting 
and 100 Class B common 
shares of the Corporation 


Names of proposed 
nominees and all 
other major 
positions and 
offices held with 
the Corporation 


All major positions and 
offices held with 
significant affiliates of 
the Corporation 


E.W. King (2) 


R.W.A. Laidlaw (3) 


GMa keitchr Oa (2) 


D.R.B. McArthur (2) 


W.S. McGregor 


C.S. Richardson, 
Deputy Chairman of 
the Board (1) 


D.M. Ritchie (1) 


N.W. Robertson (2) 


R.D. Southern, 
Chairman of the 
Board and Chief 
Executive Officer (1) 


Director of ATCO, Alberta 
Power Limited, Canadian 
Western Natural Gas 

Company Limited, 
Northwestern Utilities 

Limited and ATCOR Resources 
Limited 


Senior Vice-President, 
Finance and director of 
ATCO and director of 
Alberta Power Limited, 
Canadian Western Natural 
Gas Company Limited, 
Northwestern Utilities 
Limited and ATCOR 
Resources Limited (4) 


President and Chief 
Operating Officer and 
director of ATCO and 
director of ATCOR 
Resources Limited (4) 


Deputy Chairman and Chief 
Executive Officer and 
director of ATCO and 
Chairman of the Board and 
Chief Executive Officer 
and director of Alberta 
Power Limited, Canadian 
Western Natural Gas 
Company Limited and 
Northwestern Utilities 
Limited and Chairman of 
the Board and director 

of ATCOR Resources 
Limited (4) 


Principal occupation or 
employment 


Periods 
served as a 
director of 
the 
Corporation 


Approximate number of 
shares of each class of 
shares of the Corporation 
and of ATCO beneficially 
owned or over which 
control or direction is 
exercised 


Corporate Director 


President, Gibson Petroleum 
Company Limited (marketing 
and transportation company) 


Partner, MACLEOD DIXON 
(barristers & solicitors) 


Corporate Director 


President, Numac Oil & Gas 
Ltd. (oil, gas and mineral 
exploration company) 


Senior Vice-President, 
Finance, ATCO (natural 
resource services, 

property development and 
manufacturing company) 
and Deputy Chairman of 

the Board of the Corporation 


President, Medway 
Investments Corporation 
Ltd. (real estate 
properties and energy 
resources management 
company) 


President and Chief 
Operating Officer, ATCO 


Deputy Chairman of the 
Board and Chief Executive 
Officer, ATCO and Chairman 
of the Board and Chief 
Executive Officer of the 
Corporation 


1968 to date 


1981 to date 


1984 to date 


1969 to date 


1972 to date 


1980 to date 


1981 to date 


1980 to date 


1977 to 1979 
1980 to date 


3,174 Class A non-voting 
and 3,174 Class B common 
shares of the Corporation: 
3,000 Class I non-voting 
and 1,000 Class II voting 
shares of ATCO 


101 Class A non-voting, 
101 Class B common, 
1,500 Series H and 1,000 
Series I second preferred 
shares of the Corporation 


500 Class I non-voting 
shares of ATCO 


1,000 Class B common, 
750 Series H and 200 
Series I second preferred 
shares of the Corporation; 
21,400 Class I non-voting, 
14,800 Class II voting 

and 400 112% convertible 
junior preferred shares 

of ATCO 


400 Class II voting shares 
of ATCO 


3,500 Class A non-voting 
shares of the Corporation; 
11,548 Class | non-voting 
and 1,600 Class II voting 
shares of ATCO 


| Class A non-voting, 

18,601 Class B common, 
45,000 Series H and 8,000 
Series I second preferred 
shares of the Corporation; 
5,186,313 Class I non-voting 
and 2,812,580 Class II 
voting shares of ATCO (5) 


Approximate number of 


Names of proposed shares of each class of 

nominees and all Periods shares of the Corporation 

other major All major positions and served as a and of ATCO beneficially 

positions and offices held with director of owned or over which 

offices held with significant affiliates of Principal occupation or the control or direction is 

the Corporation the Corporation employment Corporation exercised 

J.D. Wood, President Deputy Chairman of the President and Chief 1981 to date 1,000 Class II voting 

and Chief Operating Board and director of Operating Officer of the shares of ATCO and 

Officer (1) (3) Alberta Power Limited, Corporation 35 preferred shares 
Canadian Western Natural 53'2% Series of Canadian 
Gas Company Limited, Western Natural Gas 
Northwestern Utilities Company Limited 


Limited and ATCOR 
Resources Limited and 
director of ATCO (4) 
(1) Member of the Executive Committee 
(2) Member of the Audit Committee 
(3) Member of the Human Resources Committee 
(4) Director or officer of subsidiaries of ATCO 
(5) R.D. Southern owns 60% and ADSCO Investments Ltd., a company of which R. D. Southern is the sole common shareholder, owns 40% of the equity shares of 
Sentgraf Enterprises Ltd. which owns 3,043,552 Class I non-voting shares amd 1,521,776 Class I voting shares of ATCO. ADSCO Investments Ltd. owns 528,406 
Class I non-voting shares and 262,624 Class II voting shares of ATCO. The stated shareholdings of R. D. Southern include these shares. R. D. Southern controls 
ATCO which is the beneficial owner of 13,578,552 Class A non-voting and 13,578,552 Class B common shares of the Corporation. 
(6) H.E. Joudrie has resigned his offices with Nu-West Group Limited effective March 31, 1985 and has been appointed President and Chief Executive Officer, Dome 
Canada Limited effective April 1, 1985. 


REMUNERATION OF DIRECTORS AND OFFICERS 


The following statement sets forth the aggregate remuneration paid or payable by the Corporation and by each of its 
subsidiaries in respect of the Corporation’s financial year ended December 31, 1984 to the directors in their capacity as 
directors of the Corporation and its subsidiaries and, separately, to the officers of the Corporation who, in their capacity as 
officers or employees of the Corporation and its subsidiaries, received aggregate remuneration in excess of $40,000 in that 


year. 
NATURE OF REMUNERATION 
Directors’ fees Salaries Other(1) Total 
REMUNERATION OF DIRECTORS 
(A) Number of directors: 17 
(B) Body corporate incurring the expense: 
COPOratlOn re ees oe ss Os eI $139,467 $139,467 
mlbetta Power Limited \ ec. eran. 5,500 5,500 
Canadian Western Natural Gas Company 
Ririttedin «cise hea, oo ae, oe eee 5,400 5,400 
Northwestern Utilities Limited ........ 2,100 2,100 
ATCOR Resources Limited .......... [4a125 Rae 
REMUNERATION OF OFFICERS 
(A) Number of officers, 
of whom 5 are directors: 15 
(B) Body corporate incurring the expense: 
Corporation. me. aetna ee eee 22,000 $869,414 $333,804 152255218 
Alberta Power limited Cipecrceter a one 10,200 250,366 42,049 302,615 
Canadian Western Natural Gas Company 
Tet Ttecly ack sy ep warlie- Amel ee oad te 8,100 250,366 42,049 300,515 
Northwestern Utilities Limited ........ 11,400 250,366 42,049 303,815 
ATCOR Resources limited: caer 24,450 — Si 24,450 
TUOMAS Scents, tat aos Oleh omens arene: $242,742 1,020,512 $459,951 $25323,205 
(1) This represents the estimated aggregate cost to the Corporation and its subsidiaries in the Corporation’s financial 


year ended December 31, 1984 of all benefits proposed to be paid under any pension or retirement plan upon 
retirement at normal retirement age. The only pension or retirement benefits payable to the directors of the 
Corporation are payable to directors who are or have been officers of the Corporation. 


The Corporation, ATCO and their affiliates have purchased insurance with an annual aggregate limit of 
$25,000,000 for such corporations and for their directors and officers. The approximate amount of premium paid by the 
Corporation in the financial year ended December 31, 1984 in respect of directors of the Corporation as a group was $705 
and in respect of the officers of the Corporation as a group was $590. No part of the premium was paid by any director or 
officer. The Corporation is responsible for the first $50,000 on any loss and $2,500 is deductible in respect of claims against 
each director or officer to a maximum of $7,500. 


Subject to the confirmation by the shareholders of the establishment of the Stock Option Plan at the Annual and 
Special Meeting of Shareholders and pursuant to its terms (reference is made to “Stock Option Plan”), the Corporation 
granted on February 25, 1985 options to purchase 445,000 Class A non-voting shares to five officers of the Corporation (of 
whom four are also directors) and options to purchase 110,000 Class A non-voting shares to five officers of subsidiaries of 
the Corporation. The Class A non-voting shares subject to the options may be purchased at the price of $16.75 per share on 
or before February 25, 1995. The price range of the Class A non-voting shares of the Corporation for the 30 days prior to 
February 25, 1985 was $16.50 to $17.25. 


APPOINTMENT OF AUDITOR 


The persons named in the accompanying form of proxy intend to vote for the appointment of Price Waterhouse as 
the auditor of the Corporation to hold office until the next annual meeting of shareholders of the Corporation. Price 
Waterhouse was first appointed in 1981. 


AMENDMENTS TO BY-LAW NO. 1 


The board of directors of the Corporation has resolved to amend certain sections of By-Law No. 1, the by-law 
relating generally to the transaction of the business and affairs of the Corporation. The text of the directors’ resolution 
setting out the amendments is reproduced as Exhibit “A” to this Management Proxy Circular. 


Briefly summarized, the effects of the amendments which the shareholders will be asked to confirm by a majority of 


votes cast at the Annual and Special Meeting are minor corrections to sections 1.01, 3.01, 4.01, 4.03, 4.07, 6.04, 9.01, 
10.05, 10.06, 10.10, 10.11, and 10.12 of By-law No. 1. 


GENERAL 


The contents and the sending of this Management Proxy Circular have been approved by the directors of the 
Corporation. 


DATED at Edmonton, Alberta, this 15th day of March, 1985. 


A.M. Anderson, 
Secretary 


EXHIBIT “A” 
DIRECTORS’ RESOLUTION AMENDING BY-LAW NO. 1 
OF THE CORPORATION 


EXHIBIT “A” 
DIRECTORS’ RESOLUTION AMENDING BY-LAW NO. 1 
OF THE CORPORATION 


RESOLVED THAT By-Law No. | of the Corporation is amended as follows: 


a) 


b) 


d) 


g) 


section 1.01 is amended by deleting the following definitions: 

“articles” 

“Corporation” 

sub-section 3.01 (d) is amended by deleting the word “charge” such that sub-section 3.01 (d) shall read as 
follows: 

*3.01 BORROWING POWER - Without limiting the borrowing powers of the Corporation as set forth in the 
Act, the board may: 

(d) mortgage, hypothecate, pledge or otherwise create a security interest in all or any property of the 
Corporation, owned or subsequently acquired, to secure any obligation of the Corporation.” 

section 4.01 is amended by deleting the first sentence and substituting therefor words such that section 4.01 
shall read as follows: 

“4.01 NUMBER OF DIRECTORS AND QUORUM - The Board shall consist of not fewer than the 
minimum and not more than the maximum number of directors fixed from time to time by the articles of the 
Corporation. Subject to section 4.09, the quorum for the transaction of business at any meeting of the board 
shall consist of five directors or such greater number as the board may from time to time determine.” 


section 4.03 is amended by adding the words “Subject to the provisions of the Act,” before the words “*The 
election shall be by ordinary resolution.”’ such that section 4.03 shall read as follows: 

“4.03 ELECTION AND TERM - The election of directors shall take place at each annual meeting of 
shareholders and all the directors then in office shall retire but, if qualified, shall be eligible for re-election. 
The number of directors to be elected at any such meeting shall, if a maximum and minimum number of 
directors is authorized, be the number of directors then in office unless the directors or the shareholders 
otherwise determine or shall, if a fixed number of directors is authorized, be such fixed number. Subject to the 
provisions of the Act, the election shall be by ordinary resolution. If an election of directors is not held at the 
proper time, the incumbent directors shall continue in office until their successors are elected.” 


section 4.07 is amended by adding the words “provisions of the” before the word “Act” such that section 
4.07 shall read as follows: 

“4.07 VACANCIES - Subject to the provisions of the Act, a quorum of the board may fill a vacancy in the 
board, except a vacancy resulting from an increase in the minimum number of directors or from a failure of the 
shareholders to elect the minimum number of directors. In the absence of a quorum of the board, or if the 
vacancy has arisen from a failure of the shareholders to elect the minimum number of directors, the board 
shall forthwith call a special meeting of shareholders to fill the vacancy. If the board fails to call such meeting 
or if there are no directors then in office, any shareholder may call the meeting.” 


section 6.04 is amended by adding the word “the” before the word “auditor” such that section 6.04 shall 
read as follows: 

“6.04 SECRETARY - The secretary shall attend and be the secretary of all meetings of the board and of 
shareholders and, where practicable, of committees of the board and shall enter or cause to be entered in 
records kept for that purpose minutes of all proceedings at such meetings; he shall give or cause to be given as 
and when instructed all notices to shareholders, directors, officers, the auditor and members of committees of 
the board; he shall be the custodian of the stamp or mechanical device generally used for affixing the 
corporate sealof the Corporation and all books, papers, records, documents and instruments belonging to the 
Corporation, except when some other officer or agent has been appointed for that purpose.” 

section 9.01 is amended by deleting the sentence, “Dividends may be paid in money or property or by issuing 
fully paid shares of the Corporation.” and by substituting therefor the sentence ‘‘The Corporation may pay a 
dividend by issuing fully paid shares of the Corporation and, subject to the provisions of the Act, the 
Corporation may pay a dividend in money or property.” such that section 9.01 shall read as follows: 

“9.01 DIVIDENDS - Subject to the provisions of the Act, the board may declare dividends payable to the 
shareholders according to their respective rights and interest in the Corporation. The Corporation may pay a 
dividend by issuing fully paid shares of the Corporation and, subject to the provisions of the Act, the 
Corporation may pay a dividend in money or property.” 


sections 10.05 and 10.06 are amended by adding the words ‘“‘last business’ before the words ‘‘day 
immediately preceding” such that sections 10.05 and 10.06 shall read as follows: 


“10.05 LIST OF SHAREHOLDERS ENTITLED TO NOTICE - For every meeting of shareholders, the 
Corporation shall prepare a list of shareholders entitled to receive notice of the meeting, arranged in 
alphabetical order and showing the number of shares held by each shareholder entitled to vote at the meeting. 
If a record date for the meeting is fixed pursuant to section 10.06, the shareholders listed shall be those 
registered at the close of business on such record date. If no record date is fixed, the shareholders listed shall 
be those registered at the close of business on the last business day immediately preceding the day on which 
notice of the meeting is given. The list shall be available for examination by any shareholder during usual 
business hours at the registered office of the Corporation or at the place where the central securities register is 
maintained and at the meeting for which the list was prepared. For the purposes of this section 10.05, the 
names of persons appearing in the securities register at the requisite time as the holder of one or more shares 
carrying the right to vote at such meeting shall be deemed to be a list of shareholders. 


“10.06 RECORD DATE FOR NOTICE - The board may fix in advance a date, preceding the date of any 
meeting of shareholders by not more than 50 days and not less than 21 days, as a record date for the 
determination of the shareholders entitled to notice of the meeting, and notice of any such record date shall be 
given not less than 7 days before such record date, by newspaper advertisement and otherwise in the manner 
provided in the Act. If no record date is so fixed, the record date for the determination of the shareholders 
entitled to notice of the meeting shall be at the close of business on the last business day immediately 
preceding the day on which the notice is given.” 


section 10.10 is amended by adding the words “the ownership of” after the word “‘transferred”” such that 
section 10.10 shall read as follows: 

“10.10 RIGHT TO VOTE - Subject to the provisions of the Act as to authorized representatives of any other 
body corporate or association, at any meeting of shareholders for which the Corporation has prepared the list 
referred to in section 10.05, every person who is named in such list shall be entitled to vote the shares shown 
opposite his name except to the extent that, where the Corporation has fixed a record date in respect of such 
meeting pursuant to section 10.06, such person has transferred the ownership of any of his shares after such 
record date and the transferee, having produced properly endorsed certificates evidencing such shares or 
having otherwise established that he owns such shares, has demanded not later than 10 days before the 
meeting that his name be included in such list. In any such case the transferee shall be entitled to vote the 
transferred shares at the meeting.” 


section 10.11 1s amended by deleting all of the present wording and substituting therefor words such that 
section 10.11 shall read as follows: 


“10.11 PROXIES - Every shareholder entitled to vote at a meeting of shareholders may by means of a proxy 
appoint a proxyholder and one or more alternate proxyholders, who need not be shareholders, to attend and 
act at the meeting in the manner and to the extent authorized and with the authority conferred by the proxy. A 
proxy shall be executed by the shareholder or his attorney authorized in writing and shall conform with the 
requirements of the Act.” 


section 10.12 is amended by deleting the word “unless” before the words “it has been received” and by 
deleting the first sentence and substituting therefor words such that section 10.12 shall read as follows: 


“10.12 TIME FOR DEPOSIT OF PROXIES - The board may specify in a notice calling a meeting of 
shareholders a time not exceeding 48 hours, excluding non-business days, preceding the meeting or an 
adjournment of the meeting before which time proxies to be used at the meeting must be deposited with the 
Corporation or its agent. A proxy shall be acted upon only if, prior to the time so specified, it shall have been 
deposited with the Corporation or its agent specified in such notice or, if no such time is specified, it has been 
received by the secretary of the Corporation or by the chairman of the meeting or any adjourned meeting prior 
to the time of voting.” 
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